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PROCEEDINGS 


Whereupon — 

JERRY R. MOORE, 

PI having been previously duly sworn, was examined and 
[sj testified further as follows: 

Pi MS. SAMUELS: Good morning,again. 

[«] Mr. Moore. 

p] MR. WILLIAMS: He knows he's still under 
[toi oath. 

ini MS. SAMUELS: Of course you know that you 
|[t2] are still under oath and the instructions we talked 
j|i3j about yesterday, still apply. 

[is] MR. WILLIAMS: If he didn’t know he was 
i,tsi under oath, you should probably ask him if he’s 
[is] taken any of those drugs you’ve been asking about, 
till EXAMINATION 

[t«l BY MS. SAMUELS: 

[is] Q: Okay. Does Reynolds still use NFOs as a 
[20] source of data? 

[2t] A: No, they don't. 

(221 Q: When did they stop? 

pal A: I don’t remember exactly, but I believe that 

t2*j Tracker has been in place for maybe ten years or so, 

[2s] so it had to be sometime, you know - sometime 
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[i] before that. 

ra Q: So the Tracker system was a substitute for 

(3) NFO? 

( 4 ) A; A replacement. 

(ti Q: A replacement. And Tracker was implemented 
t«! in approximately 1988? 

AT.bclipve so. I think it's been around - 


ere an immediate transition from NFO 



, v WILLIAMS: You've got to say yes. no, I 

K, 

ESS: Yes, I believe so^- 
BY MS. 

rdinary course of^smsiriis^s, does the 


(in legal depae^hcnt review the 
[i 6 ] dep^^ffl^s work? 

(i 9 ] M fedjjlky AMS: Object. Can 
(zo] relevance? May 1 have the rele 
pi) you scgm to be getting into le 
WcUgl^evu can't give me 
twj I’ll instigjmjiifn not todftflswer. 

QpMrMborc, ■wilT you;answ 



research 


this, since 
work: product? 
nee, 


MR.^|y^AMS: Well, you hai 
t2] question \ 

]3j MS. S^wSKJELS: The questior^™^^ 

MR.I^ILIJAMS: I'm sorry. Yofe-feav^put a 


W 

(si questiq 
[ 6 ] re leva 
m and I' 
l>) tega: 

[»] releva 

MS. .SPIELS: Yes. 



apologize. If you can 
to where we’re gd 
it him to answer.! 
ork product. Do; 


l ive rge the 

^re, that's fine, 
now into 
aave a basis of 



:o have this marked as Moore 
iber 2 . 

eposition Exhibit Number 2 was 
dentification.) 

handed to witness for review.) 
BY MS. SAMUELS: 


tioi 
!") 

(isj Exhibi 

(1J] 

(i«i marke 
I'S] 

(16] 

[i 7 ] Q; Mr. Moore, this is a document - the first 
(is) page has a handwritten note on it that says 'Younger 
(is] Adults Fite 1980." It's been marked as CX-64 and it 
(zo) also bears the RJR number 50068 6299 . It's a memo 
( 2 i; dated July 18th, 1980, from you to Mr. N.W. Glover, 

122 ] Mr. G.H. Long, and Mr. J.B. Stuart entitled 'Teenage 

(23) Smokers (14-17) And New Adult Smokers And Quitters." 

(24) Have you ever seen this document before? 

PS] A: Yes, I have. 
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in Q: Would you like co take a few minutes to look 
(21 at it? 

pi A: Uh-huh. 

W Q: Let me know whenever you're ready, 
is] (Witness reviews document.) 

[ 6 ] A: Okay. 

m Q: When’s the last time you saw this document 
[ 6 ! prior to just now? 

[ 9 ] A: It would have been - it was issued July of 
(toi 1980. So it wouid have been - probably 1980 would 
(ii] have been the last time I would have reviewed it. 

(121 Q: Okay,What was Mr, N.W. Glover's position 
[mi at that time? 

(I*! A: I believe Nick Glover was in the marketing 
ns] department. I believe he was actually heading up 
[is] the marketing department at that time. 

[i 7 ] Q: And Mr. Long’s position at that time? 

1 ini A; He would have been an executive over 

I[iB] marketing, sales, and other areas of the company. 

,[jo] Q: How about Mr. HJ. Lees who is cc’d at the 
pi] bottom of the document? 

[ 22 ] A: I believe Harry Lees was in the area of 
1231 longer range planning for the company, 

[24] Q: So he wouid have been in the market 
pi] research? 


i 
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[12 


A: It was a separate area from marketing and 
Pi marketing research. It was a strategic planning or 
pj long-range planning function for the company. 

[ 4 ] Q: I’d like to direct your attention to the 
IS] first paragraph of the document, the last two 
Pi sentences. 

[ 7 ] A: Yes. 

[si Q: And I will read them into the record. It 
| 9 ] says: (Reading) 
fioj The data is a natural 
Hi] by-product of tracking adult 
pz] smokers. No special effort is 
[HI made to gather this data, and 
[hi it is not to be used for 
MS] marketing strategy purposes. 

A: Correct. 

Q: Did you write these two sentences? 

A: Yes, I did. 

Q: Did you draft that language yourself, or was 
[ 20 ] it suggested to you by someone else associated with 
[ 2 ij Reynolds? 

[ 22 ] A: On this particular report, it was - it was 
p 3 ] a collaborative effort to come up with that 
124] language, myself and - and others on this copy 

[25] list. 


Jlp: 
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[!] 


Q: And that collaborative effort was made 


[zi sometime prior to July 18th, 1980? 


A: Yes. 

Q: Do you remember how long prior to July lStli, 


P! 

M 

[si 1980? 

[6] A: Perhaps a month or two before. Let’s see. 
m r^sorryt, Let me - well, this isn’t - I'm sorry. 

[tl Lh. the firjt paragraph, it says that this Ls an 
PI upteiiih the first report on this subject. It 
[isj wpuid haye been prior to even the first report that 
i on the subject. 
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t'l 


THE WITNESS: I'm not aware - I’m not aware 


PI of anyone else that it went to. 


: Do you know when the first report was 


t recall exactly. 



[is] semiannual reports, I believ 




it would most 
Sariier. 

Ight in 


i been about six mB'ii 
Jy, I apologize. It 

Sentence of the dock anuary 1980. 
:'s correct. 

Q: Why was this languaged in these 
Rtj reports? 

C 22 i MMWftn&AMS: You’ve go 
pal Co ugaroLsYo u'vc 
(24j ja^^||^|V980 repc : you, 

[2si statement abouthoafego spe 




ecific, 
to the 
erring to the 

rt was made to 




data and it is not ustesLfor marketing - 
and it is not to t^p^Hrtlfor marketing 

>, smswnaAW 

urposes? “ ? 

UELS: Yes. I’m relerrm^o the 
ntenccs in the pat^araia^hat I read into 
previously. 

BY 

was this languagei^^M^d in the 
1980, report - or memo? Pm sorry, 
e were two reasons. One is wc did not 
esearch on smokers under the legal age to 
iviously, 14 and 17 year olds don’t fit in 
ory. 

ygder to examine this data for the 
[is] Lon^-range forecast purposes, we wanted to be 
[is] absolutely clear that this was not for research 
[t7] purposes nor for marketing purposes, only for the 
(!«l forecast purposes. So it was an attempt to clarify 
[isi the reason that we were - the specific purpose for 
[zoi this data and no other, 
pi) Q: Who were you clarifying that for? 

[ 2 zi A; To those that the report went to. 

pal Q: Besides the people on this list, who did the 

t 2 *i report go to? 

psi MR. WILLIAMS: Do you know? 


p, 8Y MS. SAMUELS: 

!<l Q: You previously testified that it was a 

(si collaborative effort with others on the copy list. 

[8] Which others? 

Pi A: Specifically, I know Dick Nordinc, Greg 

[el Tottcrdale, and myseLf;Jim Stuart who was the head 

PI of the research department at that time. 

Q: Anyone else? 

MR. WILLIAMS: That he recalls now, right? 

MS. SAMUELS: Yes. 

THE WITNESS: Not that I recall. 

BY MS. SAMUELS: 

Q: And is that your signature on the document 
[mi above your typewritten name? 
tin A: Yes, it appears to be. 

(ia[ Q: Okay.Are there certain types of research 
(is; or reports that you've worked on over the years that 
po] are widely distributed throughout Reynolds? 
p*l MR. WILLIAMS: I’m going to objecr.YouYc 
[ 22 ] going to have to define "widely distributed." You 
pa; can ask him who he distributes things to. But the 
p 4 l term "widely” is vague, You're going to have to get 


tic? 

lim 

I 

j[121 

1'31 

11*1 

(151 


a context - who does he distribute things to - and 
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[i) then you can draw your own conclusion whether it’s 
[25 widely. 

(3| BY MS. SAMUELS: 

( 4 | Q: Axe there certain types of research or 
(!j| reports that you’ve worked on over the years that 
pi are distributed to everyone in the company? 
in A: Certainly not to everyone in the company. 

[6] no. 

p; Q: Arc there certain types of research or 
(sol reports that you’ve worked on over the years that 
[it] are distributed beyond the marketing research 
(i 2 ) department? 

[i 3 l MR. WILLIAMS: You're going to have to 

[i4) define - he's not necessarily going to know where 
[isi things have been distributed that he worked on. You 
[i6| can ask him where he has distributed things. 

(in I don’t know what the big deal is. I don't 
|i6] know what you’re trying to get. Why don't you just 
[is] ask him who he distributes things to. 
pel Is there anybody in particular you want to 
pi) know who he distributes it to? He can tell you 

[ 22 ] that. 

[23| BY MS. SAMUELS: 

[34] Q: Who do you distribute the research or 
psi reports that you worked on to generally?_ 
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MR. WILLIAMS: You’re asking about his 


m 

71 regular reporting routine? 

71 MS. SAMUELS: Yes. 

[4] MR. WILLIAMS: Okay. Because we’ve had 

IS] organizational changes, as you established 
(61 yesterday, you're going to have to give him a time 
P] frame in which to answer. 
m / | BY MS. SAMUELS: 

7 ! time period from 1971 to 1976, when 

(loi yo%were a statistician in marketing research, who 
[hi did^^K^jairibute your research or reports to? 

(i 2 ) AsyGenetally, those reports would be 
(is; dist^^t^primarily within - iwithin marketing 
(ill rest|arc|ueLf,There may have bte$s.4n occasion 
i«si hercTmaffiere that someone ||markfeting or sales 
(i6i mie|&iM^>ecn copied on so^ne improvement in 
[in research tgfcihnique, But the aiidieKcejwas marketing 
[fai rcse 


120 ] res :hnique? 



jirry.You said some ^3 


snew 


provement in a researcl 
e been interesta 
rememb.cr.any it 


ny sp 



technique that 


s of that 


stances. 




:o 

antitativc 
your reports 


rketing 
ting about 
e; routine 
ses in the 


$ period from Augul 
9^p. when you were 
nager, who gener 

O ? 

y. it would depend^If it ’ 
ted, it would have 
would have been • 
going annual forecast.' 
t we did for financ 

ould have been issued to internal home 
eting and sales people and manufacturing 
ment, as well as, perhaps, some executive 
it of the company. 

e else? 

1 - did I mention fuiancial - 

[is] department. 

(iTl Q: In the period from 1980 to 1987, when you 
ini were director of marketing science and information 
[isi services, who generally were your reports 
poi distributed to? 

[ 2 ij A: Again, much of that work was forecast 
[221 related. And the routine, ongoing kinds of forecast 
[23| in the company were issued to the same audience we 
pi; just talked about. 

75] Q: Were there nonroutine forecasts - 
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[11 MR. WILLIAMS: I’m sorry.The question: 
pi Were there nonroutine forecasts? 

PI 1 think he identified there was one 
(i| yesterday. 

(si THE WITNESS: Yes. 

Pi BY MS. SAMUELS: 

( 7 [ Q: Were there others? 
pi A: No. 

Pl MR. WILLIAMS: I think we established that 
(ioi yesterday. 

[ii] BY MS. SAMUELS: 

112 ] Q: And who was that one in particular - who 

I is] did you distribute that to? 

(ii) A: Well, there were some - obviously some 
(is) organizational changes. But we were just reviewing 
(i 6 i this 1980 one, for example.This was - the people 
[i 7 ] who are - it’s directed to and copied were the 
[ti| people that it was distributed to. 

( 1*1 Q: Anyone else? 
poi A: No. 

pu Q: Were these people listed on Moore Exhibit 
[ 22 ] Number 2 primarily in marketing research? 

123] MR. WILLIAMS: I’m going to object. It 

71 ] calls for a characterization when you say "primarily 

psi in marketing research." He's told you who everybody 
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[ii on this list is and where they worked at the time. 

[ 2 ] So I don't understand now going back and 
p; asking him whether these same people were primarily 
li; in marketing research. It’s a vague question, given 
(si that we've already established what their positions 
[s] were at the time. 

[7] BY MS. SAMUELS: 

19 ) Q: Am I correct that five out of the six people 
pi listed on that memo, that the memo was distributed 
(ioj to, were in marketing research at that time? 
in] A: No, that’s incorrect, 
lizi Q: How many? 

I is] MR. WILLIAMS: First of all. there’s seven 

(iii people listed including himself. 

(is] MS. SAMUELS: Not including yourself. 

I is] THE WITNESS: Not including me? There were ^ 

lit] three that were marketing research. ^ 

(i«) BY MS. SAMUELS: ^ 

li*l Q: Besides Mr. Long, I believe, who were the ui 

poi other two who were not in marketing research? 
pi] A: Nick Glover and Harry Lees. 

[ 22 ] Q: Okay. I think we’re finished with that. 

731 Mr. Moore, have you ever been asked to 

pi] dispose of. throw away, or destroy any research or 

psi reports? 
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(121 
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A: No, I have not. 

Q: Have you ever disposed of, thrown away, or 

destroyed any research or reports? 

A: No. 

MR. WILLIAMS: I assume you’re asking other 
than drafts and char sort of thing. 

MS. SAMUELS: No, I wasn't limiting it to 
drifts andjthat sort of thing. 

T^Pph"NESS: There may have been some 
drafts or whatever that may have been discarded 
SO^^^S^e along the way, Certainly no finished 
re&arch was ever discarded. 

we had a policy o 
(at to the - to our 
BY MS. 

losc reports are 
center? 

(LIAMS: I'm sorry, CfounsiE 
on file? He's n 
that. I mean, that's been the sis 
amoifjit of discussion over th£ 

year^|l^j| 

Ice ptMuSh osc do cum ents 
ovfcr me coun 



en sending 

tion center. 
UEL.S: 

e in the 


to know 
f a great 
of the past two 

e it was 

ed all around all 
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asking presently, fiti-knowledge 
prcsetitly|pf where all those d^wpSati^ms are? 

BY MS.§AMWeLS: 
oore, at the time jibtnseiH those 
to the informatio^^^^. were they kept 
e information cer 
were retained by I nation 





■ou ■ 

: sure - you might explain what you 
c." 

id a Reynolds employee walk into the 
n center and find a copy of that document 
■> , 


Q: 

doc 

on fife at 

A: 
cei 
Q: 

A: 

mean; 

Q: 
info 
and 

Ai^Pfifessarily. 

Q: Why not necessarily? 

A: Well, in particular, the - the - for 
example, the report that we just looked at, the 1980 
report that you showed me, was not to be made 
available to other people to look at. It was 
retained in a restricted locked area of the 
information center, not accessible to anyone who 
walked in. It was not on the shelf for someone to 
walk in and look at. 

Q: Who made the determination that this 


Page 146 

til document was to be kept in a restricted locked area? 

[ 2 j A: Myself and Jim Stuart, who was the head of 

Pi the research department. 

PI Q: Anyone else? 

(5) A: Not that I recall. 

[6] Q: On what did you base that decision? 

(7i A: Because this report had information on 14 to 
t*i 17 year olds, and it was not to be used for any 
pi other purpose other than this long-range forecast; 

(toi therefore, there was absolutely no need for anyone 
in] else other than those involved in the long-range 
;izi planning to have access to that information. 

[131 Q: WTio had access to that locked restricted 
tu| area we just talked about? 

(isi A: Only the person who was the head of the 

[i6i information center who had instructions not to let 

[i7] anyone view those documents without permission from 

[i*l either myself or from Jim Stuart, which we would not 

|[i9] give, except for the people that were involved in 

[to] putting that forecast together. 

pi] Q: Did you ever give that permission? 

[Ml A: No, I did not. 

pal Q: Who was the head of the information center 
[ 24 j at that time? 

(251 


A: I believe it was Barry Miller. 
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(tj Q: Does he still work for Reynolds? 

[21 A: Yes, he does, 

pi Q: In what capacity? 

[4] A: He still heads the information center. 

Pi There were two people there.There was also - no, 

(6] I believe Barry is the correct one that was there at 
n the time. 

1*1 Q: Was there another person? 

Pl A: There was another person over the years, 

[io] Anita Seism, but I believe Barry was in place at the 
in] time we’re discussing here for this document. 

[i2] Q: Could you spell Ms. Seism’s last name, 

P3l please. 

[u] A: SC-I-S-M. 

[is] Q: To your knowledge, are there any records as 
(i*l to who may have received access to that document? 
[i?l A: To my knowledge, there’s not, because there 
(i*l was never any permissions given, to my knowledge, 
[isi MR. WILLIAMS: Counsel, could wc clarify 
(2d which document you’re referring to. I know the 
[2ii witness indicated something about the report we just 
[22] looked at. But in - you know. Exhibit 2 , does not 
[ 23 | have a particular report, It’s just a cover letter, 

[24| Now, I think you're referring to the report 

[2Si on teenager smokers 14 to 17 and new adult smokers 


m 

to 

i~* 

00 
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[i| and quincrs. 

[21 MS. SAMUELS: That is the report I’m 
pi referring to. It's the repon referenced in Moore 
PI Exhibit Number 2. 

(si MR. WILLIAMS: Right. 

[81 MS. SAMUELS: It'S also CX-64. 

[ 7 i MR. WILLIAMS: Right. 1 understand. I just 


[#l wa 
pi fro 



c it clear that that report is not in 
nly a cover letter discussing it. 

BY MS. SAMUELS: 

ore. have you ever beard of the French 


d of the 


t was the first time 

lei? 

jfherc probably in 
context? 

/e there was a po 
fd on a promotion f| 
did you see that 
u„ MR. WILLIAMS:! don't thi 
pa) that poster. Did yo 



la %’ 80s - 

| T" * 


pa] THE 

I 34 | asked j 
[351 oft 


TTNESS; I don't reca! 
had h^Hlrof it. I 
Eh Camcl^piliter th; 



mething 
1 brand. 


it. You 
d heard 
is being used as a 

iTsjrrji-—-- 
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[i] Q: Did you ever consult on any research 

121 involving Joe Camel? 
pi A: No. 

[41 Q: Are you aware at that time - I'm 

[Si speaking - 

[sj MR. WILLIAMS: Which time? 
pi BY MS. SAMUELS: 

[8] Q: I’m talking of the period from 1987 to 1988. 

Pl Are you aware of any concern at Reynolds or 
[ioi expressed to Reynolds that Joe Camel might be 
[ni attractive to kids? 

(i 3 i MR. WILLIAMS: Object.That’s compound. 

[i3i But you can answer. 

[i 4 ] THE WITNESS: No, I'm not aware - I’m not 
(i si aware of anything like that. 
li6] MS. SAMUELS: I'd like to have this document 
|i7i marked as Moore Exhibit Number 3. 

[ib] (Moore Deposition Exhibit Number 3 was 
[is] marked for identification.) 

[Ml BY MS. SAMUELS: 

pi] Q: Mr. Moore, I'm handing you what has been 
[321 marked as Moore Exhibit Number 3. It’s a document 
pa] dated September 11,1980, from L. W. Hall,Jr., to 
[34j you and several other people. And the subject is 
[3S) ’Younger Adult Smokers -Terminology." 


>n the Camel bran 


[i[ prom 
Pi seen it, 

PI BY MS - 

[4] Q: Did y|u ever conduct orppferytse any 
[si researdtPiifv’Olving the French .Camel? ' 
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recaU having 



not. 

was the first time 


rd ofJoe 


: Could you define what you 
c Camel."The marketing campaign or the 

[1 2 ] iilustn^fed character? 

[13] MS.^SfjjELS: I mean the illustrated - 

MR.^^|IAMS: The 75th Birthday? 

MS jteB&MLS: - character. 

THE WITNESS: Probably the first time I saw 

[i7i it was when the general public saw it. when the 
lie] campaign was introduced. 

BY MS. SAMUELS: 

Q: Did you ever conduct or supervise any 


[ii] mean 


[141 

[151 

[ 18 ] 


[ 19 ] 

[ 20 | 


I 2 il research involvingjoe Camel? 

[331 A: No, I did not. 

p3] Q: Did you ever review any research involving 
[24) Joe Camel? 

(Z5[ A: No, 
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Would you like to take a few minutes to 


HI 

[31 review it? 

Pi A: Yes, please. 

[ 4 ] (Witness reviews document.) 

[5] Okay. 

[«l Q: Have you ever seen this document before? 

[7i A: Yes, I have. 

[ 8 i Q: When was the last time prior to today - 
[ 9 ; prior to just now that you saw this document? 

[ioj A: It would have been on the issue date, which 
[it] is September 11th, 1980. 

[131 Q: Do you know what Ms. Ellen Monahan's 

I is] position was at chat time? 

[i 4 ] A: She was in marketing research. I don’t know 
Ii si her exact position. 

[isi Q: Do you know whether there was some incident 
[i 7 ] that caused Mr. Hall to write this memo? 

[iej A: No, I do not. 

(i 9 i Q: Do you know why he wrote this memo? 
po] A: All I would know is - 
pi] MR. WILLIAMS: Do you know why he wrote the £ 

K 3 ) memo? W 

[23j THE WITNESS: No. Only what's in the memo. 

[341 BY MS. SAMUELS: 

[25j Q: If you look at the thir d paragraph of the 
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[i] memo, right under the section that says, "Privileged 

pi Material Redacted" - I'll read it into the record: 
pi (Reading) 

[<) As an additional thought. 

[ 5 ] I would also suggest that we 
[o] all begin using this 
m te;piinolpgy in our oral 
[S] communication, both formal and 
[»] in^iipiiy doing so, we’li 
[ioi d®selop a good habit that will 
ml rei|g|ggsSfclf in our written 
[i 2 ] cckfimunicacions. 

|U] Di^^^^>liow his suggestion? 

.... 1 I AIIP. __ L a -'■‘L.l i. SW 1 _ 


(uj ^1^W|^.LIAMS: Whoa, whoa, 
ns] dOTfTOs terminology." |P 
lt«l IMBMMUELS: I'm sorry? 

on MR. WSfeLlAMS: Well, he mik : 

|i»l us$?$|i§Itenninology." 

[i 9 ] kti^AMUELS: Yes. M 
poi IrTwiLlIAMS: AU right. Hp 
pi] what "this terminology” is? 
pal M^*||9iMyELS: The te 
pai youi&yyatrait 
p*i subject n|ading o 


fading o 
LlIAMS: 


$. Would you 


aggesuon. 


U defined 


to in the 


that that's 


-: ; >I 




Ml what 
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preferring to here? 

1 BY MS. SAM& SLS: 

giifte time, Mr. Moore, ifSatyotij saw this 
di|f you understand him-tobe: referring to the 
Sfiiigy regarding younger adul^smofccrs that’s 
Kb in the subject hea^^§?fthe memo 5 
rat was my understan^u^^ 

S^LIAMS: Ail right.Thati fine. Go 


[si termimyfogy regarding younger adulgsmokcrs that’: 

[6] refet^ft^j in the subject hea^^^fthe memo? 

n A:PPi^t' was my understan<^|j^^ 

Pi MFjpfi 8 |LIAMS: All right,Go 

Moi .;£«% BY MS. SAMUELS: 

[til Qt^^'did you follow his suggestion to begin 
(i 2 ] usin^he terminology that he suggested? 

(ill Mw( wfuLIAMS: Whoa, whoa.That suggests 
(i 4 j that |ew|s pot using it before.This is - this is 
[tsi to a iSrefirslea. Your question assumes that 
|i«l Mr. Moore had not used that terminology before. 

(it] BY MS. SAMUELS: 

(i*l Q: Mr. Moore, prior to reading this memo, were 
(i 9 ) you, in the ordinary course of business, using the 
poj terminology regarding younger adult smokers that 
pi] Mr. Hah recommends be used in this memo? 

[Z 2 j A: Could you repeat that questioa. I’m sorry. 

[23i MS. SAMUELS: Actually, would the court 

p«l reporter read it back. 

ps] (Previous question read by reporter.) 
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THE WITNESS: I believe I was, yes. 

BY MS. SAMUELS: 

Q: Do you know whether Mr. Fackclman was? 

A: I do not. 

Q: How about Mr. Fought? 

A: I don't know whether anyone on the list - 
else on the list would or would not have been using 
that terminology. 

Q: So you don't know whether Ms. Monahan, 

Mr. Novak, or Mr. Osmon would have been using that 
terminology'? 

A: 1 don't know. 

Q: How long prior to this memo were you using 
this terminology he recommends in the memo? 

MR. WILLIAMS: And you are assuming that the 
recommendation here is the use of the word "younger 
adult smoker.” Is that the terminology we’re 

talking about? 

MS. SAMUELS: I'm talking about the 
terminology regarding younger adult smokers. 

MR. WILLIAMS: I understand that. Why don't 
you clarify chac on the record, which terminology 
that we’re talking about that he's understanding. 

BY MS. SAMUELS: 

Q: Mr. Moore, how long prior to receiving this 
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memo had you been using the terminology regarding 
younger adult smokers recommended by Mr. Hail in 
this memo? 

MR. WILLIAMS: Same objection. It's vague. 

You can answer the question, if you know, 
how long you've been using the term - 

THE WITNESS: I really don't know.The 
only - the only time that it would have been 
relevant to me would have been during the time 
period when we were working on this long-range 
forecast, which started - obviously, the First 
report issued on that, we established, was in 
January of 1980. 

So, perhaps, you know, around that time.So 
maybe nine months prior to this. 

BY MS. SAMUELS: 

Q: After receiving this memo from Mr. Hall, did 
you instruct others to use the terminology regarding 
younger adult smokers that he recommends in this 
memo? 

A: Yes. 

Q: Who? 

A: All of my direct reports. 

Q: So even though you were using this 
terminology regarding younger adult smokers prior to 
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(i) that, it was only after you received this memo that 
tz] you recommended to your direct reports that they use 
PI this terminology regarding younger adult smokers? 
pi A: No, I think they were already using the 
[sj terminology. It was just a reminder that this is 
i«] what we should continue doing. 


m 


id you show any of your direct reports this 


pi memo? 



recall. 

Q$°Did you show anyone else this memo? 
believe so, no. 

k SAMUELS: I'd like to have this marked 



ibit Number 3. 
ilAMS: Why not try’> 
ELS: Four. Sorry. 


[i7i marked fot^dentification.) 

^ BY MS. 

ore, I’m handing yj 
ed as^oore Exhibit 4. It 
pit Reynolds Bates Number 5013 
pz; Septern^^ 22 nd, 1980 , from ? 

(23) you. Afid^tusnet meJcnaw w h 

( 24 ) revies^ngjl. 

izs] (wfmlss revicwS oo'cume 




ibit 4 




4 was 


's been 
s the 

s a memo dated 

U,Jr.,to 

done 




ished. ^ 

is memo - does thi|upji&ho reflect the 
that Mr. Hall sugg£wed4» used 
unger adult smok 
.11 th, 1980, me mo?. 

AMS: We still hav|I^Pl 6 lfmed what 
logy was. So I'll otS&gsBi&ihat 


terpret 




ent, you're asking I 

somebody else wrote. We’ve got vagueness 

ness. 

A MU ELS: Mr. Moore? 

ESS: I’m really not sure what 
ig me. I mean - if you're asking me 
es it contain the terminology 
tie] "younger adult smokers" - and certainly the 
[iri next-to-th e-last paragraph, it does, yes. In the 
(ill title it doesn't, but it - but in - but he’s 
ini referring to a memo that was written prior to his, I 
[ 20 ] believe, September 11th memo, which he sent out 
pt) asking everyone to be consistent with their 
[ 22 ] terminology. 

pjj BY MS. SAMUELS: 

p*i Q: To your knowledge, is there a difference 

psi between young adult smokers and younger adult 
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MI smokers? 

pi A: Well, both cases we're talking about adult 
PI smokers. I think it was - it was just a semantic 
[41 difference in terms of trying to be absolutely clear 

15 ] that we were talking about adult smokers.Younger 

1 6] adult smokers to us was 18 to 24. 

I 7 j Q: And do you recall seeing this memo around 
Pi September 22nd, 1980? 

[ 9 j A: Yes. It was sent to me. 

[to] MR, WILLIAMS: No. She says do you 

[ii] presently recall receiving it.We know it was sent 

[iz] to you. 

[i 3 ] THE WITNESS: I rcczdl receiving the memo. 

(i«l I don't know the exact date, of course. It's dated 
[is] September 22nd, 1980. But I do recall receiving the 
ns) memo, yes. 

[171 BY MS. SAMUELS: 

[isi Q: Can you think of any reason you would not 

[iB] have received this memo on or around September 22nd, 

poi 1980? 

pi] MR. WILLIAMS: He's already said he recalls 
p 2 ] receiving it. 

[23] THE WITNESS: I don't know. 

P 4 ] MR. WILLIAMS: He's not sure the exact date, 
t?s] but he said on or around that time he said he 
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[i] received it. 

PI THE WITNESS: It would have been either that 
pi date or, perhaps, a few days later if I was out of 
[4] the office or something of that nature, 
is] MS. SAMUELS: I'd like to have this marked 
■6] as Moore Exhibit Number 5. 

[7] (Moore Deposition Exhibit Number 5 was 
pi marked for identification.) 
m BY MS. SAMUELS: 

[io] Q: Mr. Moore, I’m handing you what's been 
[i i] marked as Moore Exhibit Number 5. It’s also 
(i 2 l identified as CX-76 and by the Reynolds Bate 
[is] Numbers 50263 5163. 

[i4] (Witness reviews document.) 

[is] A: I've read it, 

lie] Q: This is a memo from Mr. L.W. Hall,Jr., to 

[i 7 ] you, Mr. E J. Fackclman, Ms. E.N. Monahan, and 

[i &] Mr.J.L. Gemma, "Re: Younger Adult Smoker Report," 

ini and it's dated March 30th, 1984. 

pc] Have you ever seen this document before? 

ptl A: I certainly didn’t remember it until you 

[ 22 ] handed it to me. But I’m on the "to" list, yes. 

(231 MR. WILLIAMS: Well, the question was: Do 
P 4 ] you recall - what was the question? 

[H] (Previous question read by reporter.) 
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TO 
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THE WITNESS: I don't recall seeing it. 

BY MS. SAMUELS: 

Q: You are listed on the list of people it was 


('] 

P) 

PI 

(4 1 distributed to? 

[S] A: That’s correct. 

m MR. WILLIAMS: He’s not contesting that he 
m didn’t receive it. He believes he probably received 


[8] 

[») 

[ 10 ) 
fl'l 
( 12 ) 

(13) b: 


i^He ju§$ doesn't recall fifteen - fourteen 

r" .. BY MS. SAMUELS: 

ere any reason - 
. WJLLIAMS: No He doesn't - he 

c received it. He j^st n doesn't recall 



it. We’re not contef 


UELS: I'd like to fia 


>t he received 


. Moore say 


1LLIAMS: He did. 

ITNESS: Yeah. I 
( 20 ) on the list that it was addresi 
( 2 tl havf^ceived this report, yi 
' AfAUELS: Thank yo 
JLll IA M S < Eatct is e re 
|xhe len ^^g: 

■ THlWITNE^si^leuerSsonr. It's 




the ones 
io I should 


have 



BY MS 


e memo? 

is 
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oker Report 


.at was the Younger 
o in this memo? 

LLIAMS; Do you kij 
ITNESS: I don't kn®w^.js®s not a - 
fclieve that that was ■a repoft that I was 
ith. 

BY MS. SAMUELS: 

ou know who was involved with the 
Adult Smoker Report? 

0 not. 

aslf conducted by the marketing research 
d«i department? 

[in A: I don’t know. 

[isi Q: I will read the first sentence of the memo 
[t»l into the record. It says: (Reading) 

120 ) Mr. Long again emphasized 
[ 2 ii to me that we should very 
[ 22 ) tightly restrict distribution 
pal on this report. 

(24| Do you know why? 

psi MR. WILLIAMS: Wait. Do you know why 
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[1] Mr. Hall sent the letter? Do you know why Mr. Long 

[ 2 ) emphasized on this issue? He's also said he doesn’t 
P! know what report - he does not recall the Younger 
(4) Adult Smoker Report. 

($1 So I'm going to object as lack of foundation 
[61 and it's vague. 

[7i BY MS, SAMUELS: 

[61 Q: Do you know why Mr. Long emphasized to 
pi Mr. Hall that distribution on this report should be 
[io! tightly restricted? 

[ii| A; No, I don't know. 

| i 2 ) Q: Were you ever instructed to tightly restrict 
( is) distribution on any reports you worked on? 

[14] MR. WILLIAMS: He's just testified to that. 

( is) He just told you- 

j is) THE WITNESS: The long-range forecast report 
(I?) that we produced. 

[is) BY MS, SAMUELS: 

[is] Q:Anyothcrs? 

[;:o] A: No. 

pi] Q: I'd also like to read the second paragraph 

( 22 ) of the document into the record. It says: 

psi (Reading} 

pa] Therefore, I suggest we 

ps] make no more copies, that MDD 


Page 163 

(il Group Managers and Managers 
pi with a need to know read your 
PI copies, and that Marketing 
;4] Department personnel below 
[sj Director level read the copies 

[6] already given to the Marketing 

[7] Directors. 

;bj Were - 

(9) A: That's what it says. 

[10] Q: Were marketing directors people involved in 
[ml brand marketing? 

[; 2 ] A: Yes, they would have been. 

[1 3 ] MS. SAMUELS: I d like to have this document 

[14] marked as Moore Exhibit Number 6. 

(is) (Moore Deposition Exhibit Number 6 was 
[is] marked for identification.) 

(17] BY MS. SAMUELS: 

[is] Q: Mr. Moore, I’m handing you what's been 
ns] marked as Moore Exhibit Number 6. It is a document 
po] entitled ‘Summary Of Decisions Made In MRD-Esty 
pij Meeting On April 7,1971, Concerning Spring 1971 NFO 
[ 22 ] Tobacco Products Survey.'' 
pa] The Reynolds Bates Number is 50034 7108. 
p4j MR. WILLIAMS: I don't have that Bates 
psj Number, I have 500 something else. I can’t - let 


un 
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[i] young smokers? 


pi 


A: The only data on 14 and 17 or under IS year 

PI old adult smokers chat I have ever been aware of or 
( 4 | have ever seen is the data that we discussed with 
PI the long-range forecasting. 

(si Q: If you turn to the second page of the 
m d^eumeju, under Number 2 it says: (Reading) 
ce) I Rcpojts To Be Produced. 

[»l T^^i^&rate and complete 
[ioi ppfiie reports are to be 
mi pbtt«Si# : 

(I?! a .Che standard report 

[to) respondents 21 and 

(i si b^A report based on 
(in r^P^tsl4to20 
(in no change in the lower age | 
da) li^^^^s report is to 
(is) rejpfef|^t$|that on adult 
( 20 ) smokers, except that the ag 
pi] bre^Jcs will be 14 to 15,16 t 

A-^fcsee that it hat, yj 

you kno tether 

grap 


psi ri 







o reports 
er produced? 


fl don’t. 

u curn to the scconddagSSih page of 
mem. the bottom d^'the' -pa.gc, next to 
, it says: (Reading)^^^. 
ecial analyses of t _..J 
n-filter and CameP 

S/10S5CS, by age, 

produced as usual^^L; 
table on smoking ? 
women is to be 
ued. 

;avc any knowledge of special 
(is] ana fyseTo f Camel Non-filter and Camel Filter 
(uj gaii|»/!qa« by age? 

(is] MPlwOIAMS: Whoa,whoa,You mean in 

tt«i 1971? 

07 ) MS. SAMUELS: Yes. 

[tsi THE WITNESS: No, I do not. I was not 
[ts] involved with any of that at that time. 

[20| BY MS. SAMUELS: 

pi) Q: Are you aware of any special analyses of 
[221 Camel Non-filter and Camel Filter gains and losses 
pal at any time during your tenure with Reynolds? 
p*l MR. WILLIAMS: You- you're talking about 
psi NFO data. 
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■;il MS. SAMUELS: I’m talking about - 

[ 2 ) MR. WILLIAMS: Because we've been - we 

pi produced a lot of Camel data on gains/losses. 

| [ 4 | THE WITNESS: Arc you referring to just NFO 
| [si dam reports in general? 

1 [6i MS, SAMUELS; I'm referring to any reports 
[ 7 j on special analyses of Camel Non-filter and Camel 
pi Filter gains or losses. 

[si THE WITNESS: I'm not aware of special 
(ioj analyses. I'm aware of the ongoing NFO reports, 

[i i| which did report gains and losses for all Reynolds 
[i 2 l brands. 

[uj BY MS. SAMUELS: 

(ii 4 ) Q: Including Camel Non-filter and Camel Filter? 

(i:sj A: Including - right. 

its] Q: And those ongoing reports, did they continue 
[i 7 j when the Tracker system was implemented? 

( 58 ) MR. WILLIAMS: Did what reports? 

1 * 9 ! MS. SAMUELS: The ongoing reports regarding 
poj gains and losses for Reynolds brands, 
pi) MR. WILLIAMS: Okay. Please rephrase your 
( 22 ) question. When you say "ongoing," it sounds like 
prat NFO was continuing during the time of Tracker. Can 
p*l you change your question to take out the word 
ps) “ongoing" or ask him what Tracker did? 
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til BY MS. SAMUELS: 

pi Q: When the Tracker system was implemented, did 

[33 you use Tracker to study the gains and losses of 

[*1 different Reynolds brands? 

ts] A: Of Reynolds brands? Yes, up to a period of 

( 6 ) time where, for cost reasons, we cut our sample 

C 7 ) sizes in the data to the point where you could no 

( 8 ) longer reliably look at that, which was around three 

( 9 ) or four years ago, four or five years ago. 

[ip] But, yes, there was - there was similar 

ini data in Tracker as NFO, based on adult smokers. 

(i 2 ) Q: And since the period you just referred to, 

(is] three or four years ago, when - 
(i 4 ) A: In reference to Tracker, yes. 

[is) Q: Is there - since that period three or four 

[1 6 ] years ago, are the gains and losses of Reynolds 

[1 7 ] brands still studied using Tracker data? 

[1 8 ] A: I haven't seen any of those kinds of 

[1 9 ] studies. My personal belief is that the base sizes 
[»] are too small for that to be meaningful. Whether 
pi] someone has attempted to do that, I don't know, 

[ 22 ] Q: And in the period between when Tracker was 

[23] implemented, which we’ve said was in the late '80s, 

p*l until about three or four years ago, were analyses 
psi of Camel Non-filter gains and losses conducted for 
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[i) that whole period? 
pi A: Camel Non-filter? 

PI Q: (Nods head.) 

l<l A: I don't believe - to my knowledge, no. No 
(SI research or reports have been done on Camel 
PI Non-filter for quite a number of years now. 
m <^„Sinqe when? 

pi A: Probably the last ones I would have ever 
Pi see^^^I have been around the early '80s, maybe. 
(ioj ^Are you familiar with the phrase "Camel Ex. 

(i7) Ai. Yes. 

ha) QMiWhSl does that mean' s. 


(13) Jtygpg UUC5 UldL UU.4JI: 

M*l /f^Mtjneans excluding the ftfea 

(is! the%r4MT 

ns) (jmt^back to the first ppge of 
(i 7 ] documenrfsMoore Exhibit Nutgb^^ 
(is) Sec^^J^. which is around tnemu 
(i 9 i it s ^ai^Bfo ondents Aged 13^^ 
pc; bel/eve it says: (Reading) 
pi) Ca^ds are to be punched. ; 

(2Z) for thygjj|W^ are cigarette 

p<] year, c^fe^very ° 

ps) smdrklLlfrebortcd. ? ' rl 


[i] Arc yc^p^re of Reynolds evCi 
pi any da^oh people younger thg 


Jter style of 


f you look at 
Lie of the page, 
Lnger.” And I 
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■ on smokers 


pi youngraUtan age 14? 
w A: y^vas not aware of 

(S) Q: cM'vpu think of any reasonwh^ Reynolds 
( 6 i woulcfcot^ct data on smokeriHma¥r the age of 14? 
pi MR.=#it!ElAMS: Object.Thef81$p!g| that 
pi misl^jliil^rizes what is goingc^inj)iis document. 
Pi It misdfejiiffcterizcs anything h^fiil^d.There has 
(ioj been n#§*etieation they collected any data less than 
(ii) l4.All ! |S8^ays is "Cards are to be punched." 

[ia What ibesthat mean? 


(ii) l4.All^S8^ays is "Cards are to be punched." 

[i 3 What sbesthat mean? 

[is! BY MS. SAMUELS: 

(i«) Q: )^^&ofe, it says cards are to be punched 

[isi regardi&iPfESiiondcnts age 13 and younger. Are you 

(is) aware - you've already testified that you’re not 

(i 7 ) aware that Reynolds has - 

(ts) A: I’m not aware of any of that kind of 

(i»l information, 

pa] Q: Can you think of any reason that information 

pij on smokers age 13 and younger might have been 

(23 collected by Reynolds? 

pji MR. WILLIAMS: Object. Lacks of personal 

Pb| knowledge .You’re asking him to guess, is what 

psi you're asking him to do. Asking him to guess about 
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[ii something that didn’t happen from the looks of this 
Pl document. 

pi MS. SAMUELS: Mr. Moore, 

[ 4 ] THE WITNESS: I have no idea, 1 wouldn't 
Pl know. 

pi MS. SAMUELS: I'd like to have this marked 
PI as Moore Exhibit Number 7. 

(ai (Moore Deposition Exhibit Number 7 was 
Pl marked for identification.) 
not BY MS. SAMUELS: 

[ii] Q: Mr. Moore, I’m handing you what's been 

[iz[ marked as Moore Exhibit Number 7. It's also been 

[131 identified as CX-777 and by the Reynolds Bates 

[i 4 | Number 501 44 44 37. It’s a memo dated February 21st, 

ns] 1980, from Stephen R. Perry to Mr. J.B. Stuart. And 

[i 6 i you are listed among the people to whom copies were 

Ii 7 ] to be distributed. 

lie] And let me know when you’ve had a chance to 
[i 9 ] look at it. 

poi (Witness reviews document.) 
pij A: I've finished. 

pz] Q: Mr. Moore, have you ever seen this document 

psi before? 

P 4 ] A: Yes, I have, 
ps] Q: When? 
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|i) A: It would have been around the time it was 
Pi issued in February of 1980. 

;a] Q: If you look in the upper right-hand comer 
( 4 | of the document, your name is handwritten there. Is 
[■1 that your handwriting? 
isi A: No, it's not. 

( 7 ) Q: Do you recognize the handwriting? 

[ 6 ] A: No, I don’t. 

[91 Q: Okay. 

[ioj MR. WILLIAMS: Counsel, what’s the point? 

[tij He’s already said he recalls receiving it. He said 
(13 he recalled receiving it. 

(, 3 ) BY MS. SAMUELS: 

[i 4 ] Q: The memo is entitled "Differences Between 
[isi Gallup Poll Estimates And HEW Estimates Of Teenage 
[isi Smoking Incidence." 

(in A: Yes. 

(nil Q: Do you know why the differences between the 
[i 9 j Gallup poll estimates and HEW estimates of teenage 
pal smoking incidence were written about during that 
pt| time period? 

P 3 A: Yes. 
pi) Q: Why? 

p«! A: We had just talked a little while ago about 
psi that January 1980 was the first report that was 
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(t] issued on the 14 to 17 year olds that we were using 
p) for forecast purposes. Following the issue of that 
pi report, Jim Stuart, who was the head of the 
[«] marketing research department, was concerned that 
[sj maybe data that we had, because of small sample 
(e) sizes, was not of sufficient quality to use in 
pi forecast.;. 

[») | So hejfcsked specifically that we look at 

[9] any|gg^ sources or smoking incidence published by 
{tot ei|fter the government or other sources, public 
(i ii sqP^iillihat would give us a basis of comparison to 
(i 2 i thfe-data that we had available to us. to give us 

dence that that information was usable for 


erry actually was, Relieve, 
me at the time. Sic wa&gssigncd that ■ 
' ^ ‘ ' ' was his 



Pen that assignme: 
to that question. 
|uturn to the seco 
| 2 c| document and look at the s 
1211 whii^says: (Reading) 

1221 Mf^ifi^portantly.I do 

™ not Jfc cthc 

1241 c^ssisf Large 

(2 si aouaflyDe) resyli 



of the 

^last paragraph, 




ely different major 
,s or future 
ns. Both studies 
that incidence is 
ong girls than boyi 
■oys are heavier 
etc. 

, would these studj 
ence is higher arm 



:lusions 
§ than boys 



LIAMS: Counsel - go ahead. 

ESS: Because the differences in 


(toj affec^Hl^rnolds long-range forecasting? 

("i 
(121 
(13! 

C*1 
(151 

[is; MR. WILLIAMS: She didn't even ask the 
(in question. 

[ii] THE WITNESS: I'm sorry. 

(i9i MR. WILLIAMS: She said - the answer is of 

( 20 ) course or absolutely. 

pi] Now, do you want to ask him why? 

(221 BY MS. SAMUELS: 

( 2 o] Q: The question I asked was how. 

(24] A: Because of the difference in brand 

(25i preferences and brand style preferences among - you 
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[i] know, by sex, 


m 


Q: How would that affect Reynolds' long-range 


pj forecasting? 

(»j A: If you recall, we were doing plans for both 
is) theTobaccovillc facility and upgrading the Whitaker 
[«) Park facility.The issue was not just the overall 
I n volume that we might sell, but down to individual 
[«l brand or brand style levels, in many instances, 
pj) because, for example, things like box machinery 
[to] versus soft-pack packaging required different 
(i i] machinery, different processes, to manufacture the 
[ 12 ] cigarettes. 

j(is] So - and there were very long lead times 
[t *l on acquiring that equipment, sometimes two to three 
|[i5i years out to acquire box packing machinery. 

[is] So different brand preferences and brand 
[i7] style preferences that existed in the marketplace 
[is] were also critical to die forecast, not just an 
(I*! overall volume forecast for the company. 

[25] And that's part of what determines that are 
pi] age and sex differences and different brand and 
[221 brand style preferences among those groups. 

[23] Q: Okay. 

[24] I'm going to hand you back what was marked 
PS] as Moore Exhibit Number 2. 
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('I 


MS. SAMUELS: And I’d like to have this 


pi document marked as Moore Exhibit Number 8. 
(Moore Deposition Exhibit Number 8 was 
marked for identification.) 

BY MS. SAMUELS: 

Q: Mr. Moore, I'm handing you what's been 
marked as Moore Exhibit Number 8. It’s also labeled 
(«! CX-63, and the Reynolds Bates number is 50079 4821. 
[oi It’s a memo dated July 18th. 1980, to you, from Kay 
[io] Duffy.And the subject is 'Teenage Smokers (14-17) 

(ii| .And New Adult Smokers And Quitters." 

(i 2 ! And let me know when you've had a chance to 
[i3] look it over. 

HU A: The date is not legible on my copy. I’m 
[is] sorry.What did you say the date was? 
mi Q: July 18th, 1980. It is more legible on my 
[i7] copy. 

ini (Witness reviews document.) 

[is] A: I’ve finished. 

[ 20 ] ■ Q: Okay. Is Moore Exhibit Number 8 the report 

[ 2 1] that was referred to in the first sentence of Moore 

[ 22 ] Exhibit Number 2? 

[23| A: I believe it is, yes. 

[ 2*1 Q: Did you request that Kay Duffy write this 


in 

NJ 

I-* 

CO 

u> 

in 

1 -* 

in 

s> 


ps] memo? 
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[i] A: Yes. She - 

Pi Q: Write Moore Exhibit Number 8? 

[3] A: Moore - the Exhibit Number 8. She was 

[*] working for me at the time. 

[sj Q: And you requested that she write the memo? 
[8] A: Yes. 

m MR. WILLIAMS: He just answered th3t. 

|8! f" %. BY MS. SAMUELS: 

f9| during a time period when she was 

(ioi rotating through your department as we discussed 

■'* 

[ 13 ] Q^i^gbu review any drafts of this document, 
[ 1*1 of Moose Exhibit Number 8? ; ' VJ 


[13] review any drafts of this document, 

[14] of ^^^^xhibit Number 8? 

|i6i CfetiAjBfedjd someone ask yo.y^to baye someone 
(in prepare a tfispon on teenage sfnoljErsJind new adult 
tie] smqjgtf&gpd quitters? P**®“*^l 

;i9] a part of what we sggy^jfjung for the 

pc; long-range forecast, where wdjj^OQjtlicated earlit 

pi] that we would do these up dams over ^th e period c 
[ 2 Z] time t j|pw c^werc utilizing or|^pg$ing this 

pj] So^f^te a planplam^^^^> these 
psi scnj§iilil§li updatc^Hih the l^tUpning, for as Ion 


ting for the 
icated earlier 
he period of 
ing this 


> these 
g, for as long 
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[i] at this time? 

PI MR. WILLIAMS: You want him to answer it a 
PI second time? 

(4j MS. SAMUELS: Yes. 
ts] THE WITNESS: in 1980,1 believe it would 
]6j have been John Hribar, H-R-l-B-A-R; Phil Gaiyan. 
p) And then I was involved in the long-range 

[8] forecasting project and had responsibility for that. 

[9] As we already said, Kay Duffy was reporting to me at 
|io] the time. She issued this report- Steve Perry was 

(11] also reporting to me and involved in this long-range 

[1 2 ] forecasting project. And he was copied on Kay's 
(is] report as well. 

[i4] There may have been a couple of other 
[is] analysts rotating through the forecast group. I 
(isj don't recall exactly who they were right now,That 
It [i7] was kind of an ongoing thing. 

(lei BY MS. SAMUELS: 

(is] Q: So who asked you to have Exhibit 8 prepared? 
r ( 20 ) MR. WILLIAMS; Counsel, he just testified on 

pij that, He said this was part of the long-range 
1221 forecast. 

p3) THE WITNESS: Exhibit 8? Yes, it was part 

p4) of the long-range forecast, an update that we had 
psj decided to do. It was also a training exercise for 


Pago 181 


Pago 183 


111 as wai^gfled. 

PI Q: ^nned by whom? 

PI A: forecast group. 

(4) Q: Atid ^erc you the head 4&th©,-£precast group 
[81 at that tUm* around July - welL. starting in 
[sj janua|)W%0? 
m A: I 
M Iwp 


recall the exact d: 
isible for the - for 


M I wjj*^5sppnsible for the - for Jhi| lonte-range 
Pi forccaS&js&ject, in conjunctioP<wwPf»e forecast 

[10] group^ifSSfcp't recall whether I was actually the 

[11] overa^jgjiiSager at that particular time or not. 

!i 2 ] Q: SH the idea of doing this scries of reports, 

(ii) of wh^P^is is the second - of which Moore 

(i4) Exhib#^^aber 8 is the second, on teenage smokers 
(is) and nPSiiiiitk smokers and quitters, was the idea of 
(is] the forecast group? 

[ih A: Yes, it was. 

tie) Q: Who were the members of the forecast group 
[is! at that time? 

pci A: I believe we talked about this yesterday, 
pi) MR. WILLIAMS: Counsel, we did cover this 
( 22 ) yesterday. I’m going to object.That's been asked 
(23j and answered. Let’s move on. 

P4) BY MS. SAMUELS: 

psi Q; Who were the members of the forecast group 


til Kay Duffy. 

Pi BY MS. SAMUELS: 

pi Q: Who asked you to have Exhibit 8 prepared? 

14> A: No one asked me to do it. 

is] MR. WILLIAMS: Counsel, he’s answered that 

is] three times now. 

(7) BY MS. SAMUELS: 

]S| Q: Now, the January 1980 report, which you said 
tei was the first report in this series relating to 
[io teenage smokers and new adult smokers and quitters, 
[n| did Kay Duffy also write that? 

(121 A: No. I don’t believe she was even in my 
(i3i group at that time. 

]i4| Q: Who wrote it? 

(is) A: I believe it may have -1 don’t remember. 

(16] MR. WILLIAMS: Hold on. Let's look at it. 

(17] THE WITNESS: I have to look at it to see. 

(i8i MR. WILLIAMS: Don’t guess. 

(ioi THE WITNESS: Yeah. 

Pol BY MS. SAMUELS: 

pi] Q: Well, who instructed you to have the first 

( 22 ] report in this series on teenage smokers and new 

(23] adult smokers and quitters prepared? 

P<] A: Again, I believe we talked about this 
(25] yesterday. 
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(i| The way that transpired was I was given 
[ 2 | responsibility to try to develop a methodology for 
pi this long-range forecast, We canvassed the 
[ 4 ] marketing research department for any and all data 
isj that may be of use in developing such a forecast and 
[sj also soliciting ideas of how we might go about 
in dcr^siopiag this long-range forecast. 
t*i /This d^ta we discovered in talking with the 
PI peo^^P^o - the person who was responsible for the 
[ 10 ] NT p "data at the time.The request to produce a 
ju] lorpSlp forecast certainly came from Jim Stuart 
[121 and-'rny management. It was at the direction, 

Ii 3 ] cetptQ*j#Sf Mr. Long, who wa&part of the - the 

[i4] Ex^^^^Committce responsi^^p^ making decisions 

[is] abdut - and recommendationilbout things such as 

[i»! ToPPUPPI&e and the lacilitie^aii^jpfilnts and all 

[i7i thwkindor thing. hgsbgsl 

[tel - that’s how it came into toeing. 

[is] single individual ss^s%jp%e this 
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Pol report," I don't recall. |H| 

( 2 1] Q: jOpyou remember whetjier 

[ 22 ] of reg^ra^b® teenage smoke 
[23j an d cjttiH^s was y< Mas«t ea? 

t 2 S) judge indicated 


g this series 
w adult smokers 

it. The 

ted this two or 


THE WITNESS: Yes. 

MS. SAMUELS: I'd like to have this marked 
as Moore Exhibit Number 9. 

(Moore Deposition Exhibit Number 9 was 
marked for identification.) 

MR. WILLIAMS: We've been going about an 
hour and 45 minutes.Time for a break? 

MS. SAMUELS: Sure. 

(Recess taken from 9:38 a.m. to 9:50 a.m.) 

, BY MS. SAMUELS: 

1 Q: I've handed you what's been marked Moore 
1 Exhibit Number 9. It's also identified as CX-65 and 
l also with the Reynolds Bates Number 50374 8558. 
I It's a memo from G.H. Long to Mr. EA. 

I Horrigan, Jr., dated July 22nd, 1980. And the 
1 subject of the memo is "MDD Report On Teenage 
l Smokers (14-17)." 

] Docs MDD stand for marketing development 
1 department? 

] A: Yes. 

t Q: And was that just a name change from 
marketing research department? 
i] A: Yes. it was. 

ij Q; Have you ever seen this document before 
n right now? 
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[i| threi 
|2j hara. 
pi repo 


ur times.This is borderirig-on 
t. He said he told KapiSainry io do this 
at more do you neJaTCbT&sel? 

BY MS. fcKMUB^S: 

'Ou also instruct th&yhcjtfst report 


S VC SO. pSSSSSSS;; 

ou've testified tha^Jy^ies of 
i prepared for the purposl of long-range 


[ 9 i report^was prepared lor the purpose ot long-range 
[io) foredtsu^? 

ju) MR^WfuJAMS: Object. Asked and answered. 

[i 2 ] Mov$|a|ks[j>lease. 

Ii3l Y qj&f&i y answer. 

(i4) THgJ|!|N£SS: Yes. 

(,$1 BY MS. SAMUELS: 

(is) Q: Were there any other reasons? 

Ii7] A: No. 

lit] MR. WILLIAMS: Object. Asked and answered. 

(isi BY MS. SAMUELS: 

( 20 ] Q: Was it your understanding at the time these 
pi] documents were written, beginning in approximately 
t 22 ) January 1980, that the sole reason they were being 

(23] written was for the purpose of long-range 
p«j forecasting? 

ps] MR. WILLIAMS: Asked and answered. Object. 


[i] A: I saw it once in the course of litigation 
PI late last year. 

p] Q: In the course of what litigation? 
m A: The Mangini/CaUfomia RJR litigation, 
pi Q: Who showed it to you? 

[6] A: Reynolds anorncys, or attorneys for 
pi Reynolds, 

>B] Q: Could you turn to the last paragraph of the 
[si] memo, 

(io) MR. WILLIAMS: It’s only a one-page memo. 

[nl BY MS. SAMUELS: 

[isj Q: Could you look at the last paragraph of the 
[t;i| memo, which says: (Reading) 

(M] Hopefully, our various 
[is] planned activities that will 
(is) be implemented this fall will 
[17] aid in some way in reducing or 
(i»: correcting these trends. 

[i<>] Do you know what planned activities 

[ 20 ] Mr. Long was referring to that would be implemented 

pi] that fall? 

[ 22 ] A: No. 

pa] Q: Can you think of any reason why the building 
p<4] or expansion of manufacturing facilities would aid 


ps, MR. WILLIAMS: Asked and answered. Object, ps] in reducing or correcting the trends referred to in 
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CU the first two paragraphs of the memo? 

it! A: I have no idea what he meant by that - by 

PI that sentence. 

j 4 ) Q: Were you ever scheduled for a deposition in 
(si the Mangini case? 

pi A: I was to be deposed, but the deposition 


( 7 i didn't occur, because the case was settled prior to 


18) tn 
PI 



on. 

UELS: I'd like to have this marked 


(ios as Indore Exhibit Number 10. 

[iij Deposition Exhibit Number 10 was 

pa) mailed fof identification.) 

BY MS. |AMUELS: 

^joore, I'm handing been 

oore Exhibit Nur|^^ i 0) It’s 3 memo 
1st, 1980, from K^Duf^to MrJ.B. 
ini Stuart.ThciSubject - it’s also tleerfTdehtified as 




;»] Re don 


the Reynolds Bate 
-ject of the report i 
age Smokers (14- 


[ 2 i] And Quirters." 

If yait#slpok at the sc con 



r is 50079 4841. 
dum for 

ew Adult Smokers 




m on ju 
(21 [it's 
[ 3 | whici 
(*1 brani 
(si Why 
16) A: 

[7i actua 
(8| bra: 

(9) comp: 
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i (attached) - 
jehed here] - 
iot analyze the 
above. 

lis addendum prepared? 
ye discussed earlira^MMtfeed to 
^forecast - long-range-^eejast for 
Must an overall voltimciforecast for the 
lamel - the brands fPlwlifcport - 

«>e. More, and Now - are all specific 
[i lj RJR bi^^ so they were not included in the first 
(i 2 ) rcporfiln terms of trying to improve and develop 
I, we needed to get - get information on 
ands as well. 

ren't they included in the first 

A: I’m not sure. I don’t recall. It - 
[i*l MR. WILLIAMS: If you don't recall, you 
(i«l don't recall. 

tzaj THE WITNESS: I don’t recall. 

[ 2 i, BY MS. SAMUELS: 

[221 Q: What’s your best recollection as to why they 
[23] were not included in the July 18th, 1980, report? 

pa] MR. WILLIAMS: He said he had no 

[ 2 si recollection. 
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PI 
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MS. SAMUELS: Mr. Moore? 

THE WITNESS: I think it's clear from the 
first bullet point on the first page under "Summary 
Of Key Findings,” where it says: (Reading) 

Neither Camel, Vantage, 

More, or Now account for a 
very large portion of the 
teenage smokers. 

And I believe that they were so small in 

terms of their proportion of teenage smokers, they 

weren’t included. 

MS. SAMUELS: I’d like to have this document 
marked as Moore Exhibit Number 11. 

(Moore Deposition Exhibit Number 11 was 
marked for identification.) 

BY MS. SAMUELS: 

Q: Mr. Moore, I'm handing you what has been 
marked as Moore Exhibit Number 11. It's also been 
identified as CX-792,and the Reynolds Bates Number 
is 50079 4747. 

This is a memo dated October 29th, 1980, to 
you from Ms. Kay Duffy. And the subject is 'Teenage 
Smokers (14-17) And New Adult Smokers And Quitters." 

I'm not going to ask you a lot of questions 
about this. I’d like to just direct your attention 
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to the first sentence of the document which says: 

(Reading) 

This is the third report 
relating to teenage smokers 
and new adult smokers and 
quitters. 

How many reports on this subject were done? 

A: I don’t recall the exact number.They were 
only done over the period of time when we were 
involved with this long-range forecast. And that 
was certainly during the period of - when we began, 
which was like January 1980, and it went through, 
roughly, 1983,1 believe. 

But as to how many times we - the specific 
number of times wc did this, I don’t recall the 
exact number. Wc may have - this may have been the 
last one. But 1 can’t say that for an absolute 
certainty. 

Q: And have you ever seen this document before? 

A: Yes. 

Q: When? 

A: Well, the issue date was October 29th, 1980. 

It would have been on or around that date, or after 
that date. 

Q: And any time between then and now? 
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Ml A: No. 

lai MS. SAMUELS: I'd like to have this document 

PI marked as Moore Exhibit xYumber 12. 

[«] (Moore Deposition Exhibit Number 12 was 
[si marked for identification.) 

BY MS. SAMUELS: 

^a-: Mt^Moorc, I'm handing you what's been 
.Moore Exhibit Number 12. It's also 
Id as CX-811, and the Reynolds Bates Number 
[toj isf5D3011398. 

iemo from Ms. Diane Burrows to 
fc-Greg^ovak, dated August 9th, 1982, "Re: 

i For Slower IndustjyJjrowth After Increase 
id your name a pp die list of 

ci Die tb whom this was tosBe distributed. 
ju seen this docu|*ifent.^fore? 
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(Witness reviews document.) 

THE WITNESS: I'm fmished. 

BY MS. SAMUELS: 

Q: Okay. I'd like to direct your attention to 
the chan at the bottom of the first page of the 



have been o 
[ 20 ] April 9th, 1982, date. 

Gh-. Was this document a! 

orccasting or p 
it was. 


it pre 




it was not. 
SAMUELS: I’d like to 
as Moore Exhibit 1 



d that 

ed for 
urposes? 


'or anygMhcr purpose other 


is document 


c Deposition ExhiDiTNi&bbcr 13 was 
or identification.) { 


BY M 

Mr, Moore, I'm handin ; 
s Moore Exhibit N 
ptember 27,1982, tfcTyou 


U.ELS: 
that’s been 
3. It's a memo 
mMs.D.S. 

s, "Re: NBER Models Of Price Sensitivity By 
It's also been identified as CX-819 The 
Bates Number is 50301 1370. 
have questions about the first two 
eel free to look at the whole document, 

MR. WILLIAMS: I'm sorry. You said you only 
|it] have questions on the first two? 

(it) MS. SAMUELS: Yes. 

[is] MR. WILLIAMS: Let me note for the record 

ro] that this document and the last document, both were 


Ri| 


written by Diane Burrows, who is this week been 


[ 22 ] deposed and asked questions about both documents, 

[ 23 ] So I’m not sure why we need to spend time asking 

[ 24 ] this witness about why they were prepared when the 
pi] author has already testified to that feet. 


Ml 
ra 
PI 

[*i 
(51 

isi document entitled "NBER Price Elasticity Among," and 
m then it lists different age groups. And could you 
[S] just explain to me what this chart means. 

MR. WILLIAMS: Well, wait a minute. That’s 
an improper question to this witness. He didn’t 

[11] prepare the chart. It’s a proper question to 

[1 2 ] Ms. Burrows, who's already been asked the question. 

MS. SAMUELS: Mr. Moore? 

THE WiTNESS: It contains NBER estimates of 

[isi price elasticity among the groups listed in the 
[is] table. 

| 17) BY MS. SAMUELS: 

l ia] Q: For example, looking at the row entitled 

fi9] "Effect on Incidence" - 

[ 2 0] A: Correa. 

[ 2 1] Q: Does this - I'm sorry? 

[ 22 ] A: Correct. 

P3] Q: Do these numbers suggest that fewer people 
pi] in the age groups listed would smoke? 
psi 


[81 

iM°] 
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A: As prices rise. So stated by the NBER, yes, 


Pag#195 


| [i] that’s the interpretation. 


Q: And the "Effect on Consumption" row - 

MR. WILLIAMS; What about it? 

MS. SAMUELS: I’m getting to that. 

BY MS. SAMUELS: 

Q: Does it suggest that people in the age 
PI groups listed would smoke fewer cigarettes as prices 
(»i rise? 

p] A: According to the NBER models, which is what 
[toj she is reporting here, yes. 
ini Q; Could you turn to the second page of the 

[1 2 ] document. In the cc portion of the document, 

[13] there's a Mr, RA. Davis listed. 

[i4j A; Yes. 

[is] Q: Who is that? 

[i6| A: It was Bob Davis. He was part of the 

[it] forecast group at that time. 

[i«] Q: I'd like to direct your attention to the 
tie] second paragraph on this page, which states: 

[ 20 ] (Reading) 

[ 2 i| But, the loss of younger 
[ 22 ] adult males and teenagers is 
I [73] more important to the long 

[24] term, drying up the supply of 

[ 25 ] new smokers to replace the __ 
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M was n^paer opinions or corie^i 
PI any cc$?p«|ucnce in that regarcU 


; were not of 
s her 


PI staterno^ 

Pi Q: Whe^ your direct reportfc,tnclude statements 
[si that ydPStsagreed with In written memoranda, was it 
[*l your ^P^|rd practice to conjliiiii^8te your 
[7] disagi^^nt with those statetes&SfrSb them? 

[sj ^fpSaafiy, on a - if it were ^ trie thing that 
Pl was g^^iutside of the resesP^^^artment. 

(io] Q: ^g^o your knowledge, did this go outside 
in] the rcl^eh department? 

[is] Q: Ife^iis report filed in any library or 
(i4j resea^^^nter- information center? 

[is] A: p&lillii^y specifically, except the MDIC is 
(is: on the copy list, which is the marketing development 
[17] information center. So it would certainly appear 
[is] that they would have gotten a copy to be filed. 

[i9] Q: Do you know if this document was generally 
poi available in the information center or if it had 
pi] restricted access? 

[HI A: 1 don’t know.This certainly had nothing to 
[23] do with - with our 14 to 17 year old data from NFO. 
I24| It was just a published government NBER study that 
[25] would have been available to anyone, that Diane was 


[i] recollection, Counsel, he can’t have a best 
| pi recollection. 

pi MS. SAMUELS: Mr. Moore? 

[4] MR. WILLIAMS: Unless you're ask - he just 

[5] said he didn't know again. 

(sj THE WITNESS: I don’t know what the code 
Pi means. 

t«l MR. WILLIAMS: Why don’t you ask Diane 
pi Burrows that. 

[io] MS. SAMUELS: I’d like to have this document 

[ii] marked as Moore Exhibit 14. 

[in (Moore Deposition Exhibit Number 14 was 
|i3i marked for identification.) 

[i4] BY MS. SAMUELS: 

[is] 0: Mr. Moore, I’m handing you what’s been 
[is] marked as Moore Exhibit 14. It's also identified as 
[i7] CX-198, and it bears the Reynolds Bates Number 
[is] 50747 2446. It's entitled "Agemix Model OfYAS 
[is] Impact On SOM." 

pc] Have you ever seen this document before? 
pi] MR. WILLIAMS: Docs it have an author or any 

[ 22 ] recipients? Counsel, can you key him in - 

[23] MS, SAMUELS: Not listed on the document. 

[24] MR. WILLIAMS: Pardon me? 

is [25] MS. SAMUELS: Not listed on the document. 
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(i) (Witness reviews document.) 

PI THE WITNESS: I don't recall having seen 

p] this. 

w BY MS. SAMUELS: 

(Si Q: Do you know what agemix is or what it means? 

i»! A: This - I would only be guessing as to 

Pi w£*t - asj^to what this is. 

t»i fQ: Ha^pany research you’ve ever conducted, 

(s| sufsSHSild, or reviewed involved agemix? 

(ioi fSfc Yes, 

(til pallii what was that? 

Na: Again, in this long-range forecast, as we 

[ yesterday, by takin&^hc agf groups and 
; incidence and rate jssfiSj the population 
(is) and aging them out in time, JUt was kind of an 
(i6i a|SH^£pdel that was refedf Eqj ffihis appears to 
(i7] be .jorncfpmg like that. But iltto^fe^call it. 

Jd you look at the cable on the first 


: to - under Numb- 
(Ml under the heading "Assump 

PH 

Qg#?s,ipdoes this table slfi 
M’p#f4LLIAMS K ysa;want 
i? 

’THEWITNE 


e are 






der Number 2. 


d it into 


e done is. 


; which would be an 
tes smoked per da 
jokers in the marketplace 
id 1988, 

underneath that, wl 

: individual age groupT- 18 to 24, 25 to 
SO forth - and indexjw^|li!P&§raie per day 
al 18-plus number^^^ 

BY MsfsAMUfeLS: 

at docs that last statement mean, "indexed 
fe per day to that total lS-plus number"? 

1 , in other words, if you look at 1975, 
^suggest that smokers in the 18 to 24 year 
ap, their number of cigarettes smoked per 
(is) day tTabout 82 percent of that of the total adult 
[hi smoking population. 

(in Q: So the index equals 100? 

tig] A: One hundred would be the same as all adults. 

(hi Q: Okay. What is Reynolds' total share of 
I 20 | market currently? 

[2ii A: Today? 

(221 Q: (Nods head.) 

( 2 i) A: It’s around 25 percent of the market. 

(z*l MR. WILLIAMS: You're asking domestically, 

( 2 S) Counsel? 
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(ij THE WITNESS: Domestically, for U.S. 

( 2 i MS. SAMUELS: Yes. 

PI BY MS. SAMUELS: 

(*) Q: Could I direct your attention to - I'll 

[ 5 ] read you the nine-digit Bates Number of the page. 

(fil It's 50747 2450. It’s about three pages from the 
n last page of the document, 
ini And there's a table on that page entitled 
Pi "Incremental SOM FromYAS Plan Camel.” Are you with 
(ioi me? 

(iij A: Yes. 

[1 2 ] Q: For purposes of this table, what age group 

[13] is YAS defined as? 

[i*l A: Well, younger adult smokers - that would be 
| [is] the total - as we discussed before, were 18 to 24 
(is] year olds, was the definition.This specifically 
(i t] says at the top, younger adult smokers 18 to 20. So 
:[is] I’m assuming it's some subgroup of the younger adult 
(is] smokers, the 18 to 20 year olds, instead of 18 to 
[20] 24. 

pi] Q: In the left-hand column, there's a term 
(221 entitled "SOS Swing." Do you know what that 
[23] means? 

( 2*1 A: No, I don't. 

psj Q: How about the term "Conversion Benefit," do 


Page 201 

te of the number 
"oral 18 years and 
r the years 1975, 


Page 203 

(il you know what that means? 
pj A: I don't, 

PH Q: And the term "SOS Base Trend," do you know 
(3) what that means? 
is] A: No, I don't. 

pi Q: Do you know what the term "Direct 
(7| Incremental SOM Value" means? 

(8| A: That would be - that was used in many 
i»! situations to - as an estimate of what the 
(io] incremental share of market would be to the company, 
ini on the total BJR basis. 

[tz] Q: Looking at the tabic as a whole, do you know 
[i3] what it represents? 

(i*l A: It would appear to be a forecast, but 
(is) that’s - you know, I'm only guessing. 

|i«l Q: A forecast of what’ 
li7i MR, WILLIAMS: Let's not guess,Jerry. 

[191 BY MS. SAMUELS: 

(is; Q: Who would be the best person at Reynolds to 
pot ask about this table? 
pi] MR. WILLIAMS: Well, let’s get a date on it. 

E 221 Okay. Have wc got a date? The best person would 
(23i probably be the person who created it. 
p*l Ms. Burrows is being asked questions about 
psj agemix models. So wc may be able to help you out 
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Ml there. I think that's a clue. 

P) THE WITNESS: I don't know without knowing 
oi the originator or the time or something. I wouldn't 
[4] have any idea - 

Pi BY MS. SAMUELS: 

[si Q: It appears to have been written 1988, 
m 1989jjs 19^9. On the first page of the document, 

(»] then's data|going up to the year 1988. 

know. It could have been a forecast 
document. Could have been something else. I have 

im ^ 

Mil Qissln 1989, was your department doing forecast 

[131 wor^g$^.|lpynold5? 

Qr^ereiny other departm^iBi doihg forecast 
[t«l wor 
tm A: 

lie] Q$%gjHhere any outside cSnSt 
its] fore^p^^^rk for Reynolds at 1 
[ 2 oj talking 1989. 
pi) A: I^pt that I recall. 


P] 

[ 10 ) 


1'4| 

MSI 


: at that time!?*" 



ts doing 
? I’m 



5.LS: I'd like to ha* 

iiNt 

)tpositi Wf ibitl 

if) 


BY MS. S 

ore, I'm handing yq 

00 re Exhibit Numl 


ocument 



Page 20S 


s been 

milled 'Younger 


r Analysis." It's alstHseen-^ientified 
d bears the Reynolds Ba tts Number 


ever seen this do<j| 
ews document.) L 
; e seen this before, r 


jefore? 


e I was in a presentation where this 
^was shown. 

was giving the presentation? 
on^rgcall for sure. 

mr best recollection of who was 
[i6| giving the presentation? 

[171 MR. WILLIAMS: I’m happy to help in this 

[191 regard. Counsel. It’s been fully explored in the 

[i9] other deposition going on this week. If there’s a 

[ 20 i mystery, we'll get - well - 

pi] THE WITNESS: 1 honestly don't recall. I 

P 2 I believe it would have been either Diane Burrows or 

psi Dick Nordine. 

BY MS. SAMUELS: 

Q: Do you recall when that presentation took 


P4| 

PS] 
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in place? 

( 2 j A: No, I'm sorry, I don't. 

Pl Q: Was it in the 1980s? 

(4| A: I believe so. 

Pi Q: Do you remember whether it would have been 
[«l the early '80s. perhaps 1983? 
n A; I don't recall. 

m Q: Do you recall where the presentation took 
[»! place? 

(10] A: It was in the Reynolds building. 

[11] Q: Do you recall how many people attended 
(i 2 i approximately? 

MU MR. WILLIAMS: The one he went to, I asstime 
[is] you're talking about. 

[is] THE WITNESS: The presentation that I was in 
[id was only to some people in marketing research, 

[17] primarily the marketing research managers, of which 
[ie] there were probably six or seven in attendance. 

[iei BY MS. SAMUELS: 

poi Q: So probably six or seven marketing research 
pi! managers were in attendance? 
jar) A: Correct. 

[231 Q: Yesterday, wc discussed a presentation given 
p4] by Ms. Burrows regarding first usual brand younger 
ps) adult smokers, that you attended. 
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[i] A: Yes. 

pi Q: Was this a different presentation or the 
P) same presentation? 

[4) A: I believe it's a different presentation 

[sj or - or - this may have been only a piece of that 

Pi presentation. I don't recall exactly. 

Pi Q: You mentioned that there were six or seven 
[9) other marketing research managers there. Do you 
Pi remember who they were? 

[io) A: Not specifically. I do remember there 

in) were - I do remember from the forecast group there 

[i 2 ] was John Hribar. I believe Phil Galyan was in 

[is] attendance.There were probably - I'm sure there 

|i4) was someone - one or more people who worked for me 

[is) who were there. I don't recall anyone else. 

|isi Q: Could I direct your attention to the fourth 
Ii7) page of the document, the Reynolds number on that 
da) page is 50203 3348. 
pa) Where it says "Sources," it lists 1982 

[ 20 ] Incidence and Rate Report, MDD Tracker, I believe, 
pi) and a Census Bureau population estimates. 

[ 22 ] Are you familiar with the 1982 Incidence 
p3] and Rate Report? 

P*) A: Yes.That would have come from NFO daw 
ps] that existed at the time.We tracked incidence and 
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[i] rate per day* 


02 ] 


Q: Was that a report that was prepared on an 

pi annual basis? 

I*[ A: I believe it was - I believe the incidence 
pi and rate information on the total 18-plus population 
[si was available on a quarterly basis, 
m -|jQ: W^s there any information collected on the 
icidcncb and rate for people under the age of 18? 
‘.We discussed that - we’ve been through 
The^nly information that existed on that was 

_| 17 year old data that was collected by NFO 

(i 2 ! al>a result of doing the household interviews and 
[is] s^®^g$leponed to Reynol 
[U] rir.jm| oihg basis. It was given 
up specifically for that 
is says 18-plus, m 
(i 7 l and old|f. So this is the 
tm which was adul< 



on any kind of tracking 
^ forecast 

ect. 

5 ^8 year olds 
;t existed 
of age and 


idence and 


s" where it 


at Reynolds at 


982, or 1983 
prepared? 
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1 A_J ipssssssss 

m 

(21 

01 Says] 

[<! 

[5] 

[ 6 ] that tn 
m 
t»i 
PI 

[101 

[til disi 
112 ) sy: 

(131 0CCJ 

[isi miirtnaveTbecn - it would appear that some of the 
(is! information in this report was from the old NFO data 
[i 7 i system and some of the information was from the new 
[is] Tracker system, since it’s referenced in here. So I 
li 9 ] have no idea what time frame we're talking about, 
poi MS. SAMUELS: Okay. I'd like to have this 
[ 2 i| document marked as Moore Exhibit Number 16. 
pzi (Moore Deposition Exhibit Number 16 was 
(231 marked for identification.) 
p,, BY MS. SAMUELS: 

ps) Q: Mr. Moore. I'm handing you what’s been 


ILL1AMS: Now,arc| 
n we think this rej 
PAMUELS: 1983. 

: I don't know. As we 
fd,Tracker was a replacement for the NFO 
don’t recall the exact time that that 

:d. 

fr's referred to in this report, there 


l<l 

pi 

[11 

(*) 

(SI 

(») 

(7) 

[81 

19! 

(101 

('ll 

112 ) 

['31 

[ 1*1 

[151 

[165 

(17) 

(18) 
[ 19 ] 

l»l 

pi | 
P2| 
cm 
P»l 
PS) 


Pago 210 

marked Moore Exhibit 16. It’s also labeled CX-642. 

And it bears the Reynolds Bates Number 50731 8692. 

It's entitled "Key Performance Issues In 1990," And 

under that it says "Camel.'' 

Have you ever seen this document before? 

(Witness reviews document.) 

A: I don't recall having seen this before. 

Q: I’d like to direct your attention to Issue 
Number 3 which says: (Reading) 

What is the relationship 
between changes and 
promotional activity and share 
of claimed usual brand smokers 
among YAS? What does claimed 
usual brand mean to a YAS and 
how often does it change? 

My question is: Have you ever conducted, 
supervised, or reviewed any research or reports 
regarding the relationship between changes and 
promotional activity and share of claimed usual 
brand smokers among YAS? 

A: No, I have not. 

Q: Have you ever conducted, supervised, or 
reviewed any research or reports that involve the 
meaning of claimed usual brand to a YAS and how 
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in often it changes? 

pi MR. WILLIAMS: How often what changes? 

PI MS. SAMUELS: The meaning of - I'm sorry. 

Hi Usual brand, claimed usual brand. 

isi MR. WILLIAMS: How often the claimed usual 

pi brand changes? 

pi THE WITNESS: I don't recall having seen 
in any - any information that speaks to that question. 

(9 , BY MS. SAMUELS: 

poi Q: Looking at Issue Number 4, which says: 
in] (Reading) 

[121 Why, how, and when does 
(i 3 ) an occasional user of Camel 
(i*i become a claimed usual 
ps) brander? What role do 
[isi promotions play in that 
[in process? How often do you 
{is] need to promote to turn 
i;i9i occasional user into adopters? 
poi Have you ever conducted, supervised, or 
[ 2 il reviewed any research involving when an occasional 
(271 user of Camel becomes a claimed usual brander? 
p 3 j A: No, I have not. 

p 4 ] Q: Have you ever conducted, supervised, or 
( 25 ] reviewed any research regarding how often you need 
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[3! 


(!) to promote to turn occasional users into adopters? 
A: No, I have not. 

Q: Looking at Issue Number 5, which says: 
t*i (Reading) 

[si What impact does 

ts) promoting have on a brand’s 

m image? What kind of 

(»j prdrhotiorts and how much 

r»j enlteQgejjg&sired brand imagery? 

[io) Havgjrou ever conducted, supervised, or 

[iij rev|g||s4^ny research or reports regarding what 

[i 2 j Lm|^ct promoting has on a brand's image? 

AkNo J|iave not. 

Vyou ever conducte^^^^vised, or 

Let me back ujuo Number 5.1 
[iTi have seen^omc - some in-madeetfFtest market 
[iaj resi^^^^H customized consd^^^^carch among 
(i9j adi|ij.^Qj^rs that speaks to 
pot taUTabOUtpromotion as one < 
pi) creating a brand’s awareness 
(221 that br^Jss-which relates to i 1 
pa) those «mds M studies before 
[24) introd|rcSn§ brandsfmSTthe mi? 

u ever COfimict a: 



(2S) 






of - they 
ments in 
perception to 
vc seen 
of 
;ce. 

those kinds of 




M swdie^p-self? 

id not. 

y of the studies orfS^itoasue that 
relate to the Cam^braryi? 
t that I recall. | 

ou ever conducte^lip^vised, or 
y research regardi^^^l kinds of 
enhanced desired ?bta|id ifnagery? 
ave not. 

g at Issue Number <5, which says: 

Whjk impact docs change 
(13) in Carltfl^romotion strategy 
[u| in 1 990 : ti7' : j^i pack promotions 
[isi have of market and 

|i 6 | share of smoker performance? 

|i7i Have you ever conducted, supervised, or 
|i«l reviewed any research on that topic? 

(is) A: I have been involved in doing research on 
[ 20 ) promotion impact on share of market in the 
pi) marketplace, overall share of market. 

[221 Q: Did any of that research involve the Camel 
pat brand? 

R 4 ] A: It's involved all of our brands, yes, 

| 2 S] Q: Regarding the Camel brand, in the period 
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Pi around 1990, what impact did the change in Camel's 
[ 2 ] promotion strategy have on share of market? 
pi A: t have no idea. I was not involved in that. 

[ 4 ) My work on that has been within the last four or 
[si five years, beginning, I believe, in 1995 when I 
[ 8 [ left the forecast group and got involved in - more 
Pi involved in my current position with the company, 
pi Q: Are you aware of any general conclusions 
[si that can be drawn regarding pack promotions' effect 
no] on share of market for Reynolds brands? 

111 ] MR. WILLIAMS: Well, let's define "pack 
|i 2 ) promotions." What are you talking about? 
lia: BY MS. SAMUELS: 

|i«i Q: Do you understand the question, Mr. Moore? 

[isi MR. WILLIAMS: Are you talking about price? 

[isi Are you talking about imagery? 

|i 7 ) THE WITNESS: I don't understand your 

[i«l question, because it’s - it's so broad. I mean, I 

Ii 9 ) don’t understand what you arc specifically trying to 

[ 20 ] ask me. 

[ 2 1] BY MS. SAMUELS: 

[ 22 ] Q: What is a pack promotion? 

[23! A: A pack promotion would be a promotion that 

[24] involves the purchase of one or more packs as 

[25] opposed to a carton of cigarettes. I believe we 
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[i] call them canon promotions or pack promotions, 

[21 depending on whether you’re promoting a carton sale 
pj or a pack - less than a carton, pack sales, 
to Q: Could you give me an example of a pack 
ts) promotion. 

[ 8 ] ^ A: A pack promotion could be something like: 

[ 7 ] Buy two packs/gct one free. 

PI Q: Does that also include a gift, such as a 
m utilitarian item that would be attached to the pack? 

[10) A: There are promotions like that that are pack 

[11) promotions on occasion. 

[1 2 ) Q: Those are considered pack promotions? 

[is] A: It could be. If it’s buy two packs/get a 
[u] free lighter, that would be considered a pack 
[is] promotion. 

(is] Q: Are there any general conclusions that can 
[i 7 ] be drawn regarding whether pack promotions such as 
[is] buy two/get one free have any effect on share of 
[is] market? 

[ 20 ] A: I wouldn’t say there are any general 
PH conclusions that can be drawn, no. 

[221 Q: Are there conclusions - are there general 

[23] conclusions that can be drawn regarding that type of 

[ 24 ) offer’s effect on the share of market for certain 
ps) brands? 
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MR. WILLIAMS: Counsel, you're going to have 


(il 

pi to give him a specific question. 

PI THE WITNESS; The conclusions that can be 
| 4 | drawn are not general conclusions. 

(Si BY MS. SAMUELS: 

!«l Q: Are you aware of any studies or research 
m involving the Camel brand that looked at the effect 
pi of pack promotions, such as buy two/get one free, on 
pi sh^^^jarket for the Camel brand? 
dot ^Ai During what time period arc wc discussing? 

|ii) pUS^period from 1987 to the present. 

(i 2 j Stc I am aware of some that have occurred in the 


jfto four years, sincei&bout 1995 or '6 ■ 



ou know howi 
.Ai We pcriodicaUy annual^kin&pf try to 



(i 7 ] update o§£ learning «; 

ce and the impact 

Q: Whd prepares those re 
pi| A:^The group that I curre 
[ 22 i for. 
pal Q:‘ 



going on in the 
Pons among other 


esponsible 



that group 
r theCamel'brand? 
ne s^ec^ically for a 



y’re done for all of 
,t arc those reports^ 
sorry? 

osc repons have lYtaifite? 



! ferent 
mgs, depending on 

ew learning that 
s I mentioned, of 
ctors tn the 



[i4] perf< 


specific name. It': 
wejfocus on different 
|ns to be new lea: 
eloped about the L 
s, as well as other 
e. 

do you refer to them in the ordinary 
business? 

il factors affecting business 

w often are those prepared? 

A: There's no specific timetable. It's just 
tit) when - you know, when we. in the course of our 
ini analyses, find something that we think would be of 
cioi interest or benefit in terms of learning about 
( 20 ] what’s going on in the marketplace, 
pq Q: And to whom are the reports that you 
(221 referred to as “retail factors affecting business 
(231 performance" distributed to? 

(24| A; Typically to marketing and sales management 
ps) primarily, 
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Q: Anyone else? 

A: No. 

Q: Okay. Looking at Issue Number 9 on this 

page, which says: (Reading) 

What drives a Marlboro 
younger adult smoker to 
interact with Camel and 
when/why docs that 
interaction increase versus 
decrease? 

Have you ever conducted, supervised, or 
reviewed any research or repons involving that 
topic? 

A: No. No, I have not. 

Q: Looking at Number - Issue Number 11, which 
states: (Reading) 

Is Camel’s geographic 
development driven by its 
development among younger 
adult smokers? 

Have you ever conducted, supervised, or 
reviewed any research on that topic? 

A: No, I have not. 

MS. SAMUELS; I'd like to have this marked 
as Moore Exhibit 17. 
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(il (Moore Deposition Exhibit Number 17 was 
PI marked for identification.) 

PJ BY MS. SAMUELS: 

[i| Q: Mr. Moore, I’m handing you what’s been 

[si marked Moore Exhibit 17. It's entitled "Strategic 
[ 6 | Overview ofYAS." It’s been marked CX -668 and bears 
( 7 ) the Reynolds Bate number 50718 1169. 

[si Have you ever seen this document before? 

PI A: No, I don’t believe I’ve seen this document 
(no) before. 

ini Q: Have you ever seen any document regarding a 
(i 2 ) strategic overview? 

Ii 3 l MR. WILLIAMS: Of what? 

Ci4] MS. SAMUELS: Of anything. 

(IS) MR. WILLIAMS: He’s in strategic planning. 

(i 6 i He had to have seen a lot of documents of strategic 
[i 7 ] overviews, 

(iaj MS. SAMUELS'. Mr. Moore? 

[is] MR. WILLIAMS: What is the question, 
po) Counsel? Has he ever seen a document entitled 
pi) ’’Strategic Overview"? 
pai MS. SAMUELS: Yes. 

[»T THE WITNESS: Strategic overview? Don’t 

p 4 ] recaU having seen anything with that specific title 
pq on it. 
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Ml BY MS. SAMUELS: 

PI Q; Do you have any idea which department within 
P) Reynolds produced this document? 

(*j A: No. I don't. 

(si Q: I'd like to direct your attention to the 
pi second page of the document.There’s a list of 
PI major studies and some of the - the studies listed 
<»! arf: (Reading) 

(91 ^ Strategic Initiatives, 

(to) YAjjvMOurce Allocation, 

(ii | Majdteft^^nalysis, FUBYAS 
(is! StudyLes^ Educated Smokers, 

[is! Snicker.|&rsonaliry Study, 

tut H^to^BljNew Brand fl 

(is] as^S^^pportunity.Trackek^F^^ 

[i6i D jatB^Bdftf octis Groups. ' 

[i7i wR. WILIAMS: What’s thtfqessudn? 



pi| A: No. 
[221 

P3j resource a 

[2*1 A:ft 


BY MS.P 
ou aware of any st^ 
litiatives? f 


X>u aware of any 
^cation? 



m Marl^ 
ra A:Jji< 
PI a keys^g 
!*] Q:$&e 

[ 5 ] regardthj 
is] AW 


analysis? It® 

e were lots of Marlbo 
(petitor. fit: 

j you involved in pgcf 
Marlboro analysis?. 
tms of share of ma^ 
g and projecting ai|§y 


giving 


|garding YA5 
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lyses. It’s 


anv studies 


’ormancc and 
: of that 
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M MF^piLlAMS: Counsel, isjPii^estion is 
[io! thercy^ghing in particular - any particular study 

(11) calic^^^lboro Analysis, or whether Reynolds is 

(1 2 ] invoKitd ip analyzing Marlboro, which he’s indicated 
[i3l it’s alnfjOT competitor? What are you asking? 

[ 1*1 M^I^IUELS: My first question is the one 
(is) that answered, that he has been involved 

[is] in studies regarding analyses of Marlboro. 

(in BY MS. SAMUELS: 

ini Q: My next question wili be: Arc you aware of 

[i»l any specific study entitled "Marlboro Analysts"? 

[ 2 0] A: No. 

[ 2 1] Q: Are you aware of any study entitled "FUBYAS 

[ 22 ] Study”? 

[23] A: I’m aware of the work that Diane Burrows did 
B>»] on - that we discussed yesterday, I believe. 

PS) Q: And are you aware of any other research 
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involving FUBYAS? 

A: That’s the only research I’m aware of. 

Q: Are you aware of any study entitled "Less 

Educated Smokers"? 

A: No. 

Q: Are you aware of any research involving less 
educated smokers? 

A: No, I’m not. 

Q: Are you aware of any study entitled "Smoker 
Personality Study"? 

A: No. 

Q: Are you aware of any research involving 
smoker personalities? 

A: No, I’m not. 

Q: Arc you aware of any study entitled 
"Historical New Brand Opportunity"? 

A: Nothing with that tide, no. 

Q; Are you aware of any research involving 
historical new brand opportunities? 

A: I’m aware of research that - or analyses 
that were done of brands that had been introduced in 
the marketplace and what their performance had been 
and trying to separate the performance of those that 
had succeeded versus those that had failed. 

MS. SAMUELS: I'd like to have this document 
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marked Moore Exhibit 18. 

(Moore Deposition Exhibit Number 18 was 
marked for identification.) 

BY MS. SAMUELS: 

Q: Mr. Moore. I'm handing you what has been 
marked as Moore Exhibit Number 18. it also bears 
the CX Number 230 and the Reynolds Bates Number 
50245 7674. It’s entitled "10-Year Cigarette 
Forecast 1975 to 1985,Trends In Cigarette Smoking 
Behavior." 

Have you ever seen this document before? 

(Witness reviews document.) 

A: I don’t believe I’ve ever seen this document 

before. y, 

Q: Was there a specific department within 
Reynolds that would have produced the 10-Year co 

Cigarette Forecast 1975 to 1985? 

MR. WILLIAMS: You asked him if he’s ever {2 

seen this before.You want to know, to the best of 2 

his knowledge, who produced this document? Yes? 

MS. SAMUELS; No. 

MR. WILLIAMS: Okay. Don’t answer that one. 

BY MS. SAMUELS: 

Q: I want to know, to the best of your 
knowledge, if there was a department within Reynolds 
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HI chat would have produced a 10-year cigarette 
Pi forecast? 

31 A: That could have been the forecast group. It 
PI could have been the long-range strategic planning 
isi group chat had this done.Those would have been the 
in only two that I would be familiar with. 

: W*jo would be the best person at Reynolds to 
!«l a whic|i department produced this document? 
best person today to ask that? 

|n’t know if there’s anyone there that 
i answer that question. 

.LIAMS: Why don’|^ou find out if he 
S^io produced it. 

' THE WITNESS: I do not 
lent. 

MR. WILIAMS: Sorry. J 
(MUELS: Okay. I’d 
|ce break. 

We can go off the recon 
Recess taken from 11 
BY M 

!?<>• ® 

QiJ&L Moore, 

to detobaiae whei 




who produced 






11:21 a.m.) 

LS: 

o any research 

r any aspect of the 




e to kids? 


v not to my knowlec 
you aware of any re^S^ prepared 
bids to determine slmetTfet^any aspect of 
amel campaign mi|ffnS4 r XtLracdve to 


MUELS: I have no 
LL1AMS: Okay. 

MUELS: Do you h 
ms? 

LLIAMS: Not now. We’ll reserve 



uestions. 


uesuons, 


MUELS: Mr. Moore, you have the 
the transcript and make changes if 
you wish, you can also waive that 

If you do decide to make changes to the 
[i#i transcript, we, as complaint counsel, are allowed 
(is) to comment on those changes and, perhaps, seek to 
[»i reopen the deposition to explore those changes 

pt| further. 

(221 THE WITNESS: Okay, 
pi! MR. WILLIAMS: I actually do have one point 
( 2 «) of clarification. It was unclear to me yesterday, 
pn and so I do want to clarify this. 
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EXAMINATION 

BY MR. WILLIAMS: 

Q; Mr. Moore, do you know when theTobaccoville 
facility was constructed? 

A: Well, the construction was over a long 
period of time. I believe it started in the 
production - first production was somewhere around 
1986 or 7. You know, it was some - sometime after 
we began producing that long-term forecast, which 
was in the early 80s, you know. And the time that 
it took to actually construct and get the facility 
up and operational was several years. 

MR. WILLIAMS: Ah right.Thank you. 

Nothing further. 

(Signature reserved) 

(Deposition concluded at 11:24 a.m.) 
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July 18, 1980 


Mr. N. W. Glover 
Mr . G. fi . bong 
Mr. J . B . : : S<uaf t 


Ho 



TiirNAfrt; “SMOKERS (14 - 17) AND 
NEW AOTfCT! SMOKERS AND QUITTERS 


The attachIPiiyfPepor t on Teenage Smokers (14 - 17) 
and New Ac ^^rf imoker s and Quitters is an update 
of the ficstreport on the subject issued in 
.January, The data is a natural by-product 

^of ^tac k i nnla cki 11 smokers. No special effort is 
madf~~Tp gJ^ffPrl this data, and it is not to be used 
forNWrket^^g strategy purposes. 


A summary :o£k|cy findings is included on the first 
two pages §PW|jhe report. Similar reports will be 
provided semiannually. 


;;ry! 

Jerr y R . 
Marketing 
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TlAu%). copies to i 

J-. Fackelman 
Hr. D. C. Fought 
^^^llen Konshan 
nffiverry Moore 
ft. “Greg Novak 

• E* Osmon « 5 ^.. 


Septer\ber 11, 19B0 


itj tv h 
. Kx*SU‘ U 

C tL M 


7a t<- 


YOUNGER ADULT SMOKERS -- TERMINOLOGY 


y|u all know, jb^^B^-jectives of PJR'a marketing activities are 
^^nvlnce exi s tCfvgi^nokere to select our brands rather than 
jjaBSMaa^ tition 1 «. K^^^o the point, it is not our business to 

'japSTvate people t o ifa; rt smoking, particularly minors. To smoke 
or hot to smoke ij^fcP^ersonal decision which we do not try to 
iMskuence. 


G§mr thi 

thatjwoul 
«P%ther 
in ou r w# 



M is important that we do not do anything 
also impression that our real intentions 
risk area here is in the references ve make 
ideations regarding the younger adult smoker 




.~j .""-ii trw*L REDACTED 


additional PP^i|jht, 2 would also suggest that we all begin 
this terminology in our oral communication, both formal and 

S fastjafe Ermal. By doing bo, we'll develop a good habit that will reflect 
gif in our written communications. 

|se discuss this with your people end assure that they under- 
^d.this new terminology, the rationale behind it, and that 
y£%ut it into practice immediately. 

Thanks for your cooperation. 


LKH-lbr 


L. W, Hall, Jr. 
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TO : 



EOT: 


Mr. J. R. Moore 
L. W. Hall, Jr. 

INFLUENCE OF YOUNG ADULT SMOKERS ON SUCCESSFUL 
NEW BRAND ENTRIES 



very much 
■s 8/28 


"Young a 
d for new 



smoke 



propensit 


s been my 
rs indeed s.w 
rparts, t 
and ^ies 

sfu S w 

ved iMriia 
rs.« PPPf my 
who have 
rsely, new 
all failed. 



ested in the following comment in Steve 
"opline Analysis: 

Irepresent a key opportunity area 
activity, due to their high 
switch brand families." 

sion for some time that while young adult 
brands more frequently than their older 
t generally switch in great numbers to 
a matter of fact, I can't recall a single 
in recent Domestic market history which 
success because it attracted younger adult 

is correct, it has been primarily females 
Jnainly responsible for new brand name success, 
names targeted to younger adult smokers 



t be that the y ounger adult smokers are doing most of their 
family switching between the larger, more popular well- 
lished bra 


represen 
w. As we 
e brand ch 
peers smo 



f If so, the implication that this-demographic 
.key opportunity area doesn't necessarily 


ow, peer group pressure plays a major role 
f younger adult smokers. By smoking what 
hey help gain social acceptance and reduce 
isk of being ostrasized. New brand names can't deliver on 
consumer wants. Because they're new, nobody else is smoking 


»m. 


;e ask Steve to investigate these hypotheses, as they have 
.ications regarding our new brands program. 


Thanks. 



L. f W. 


11, Jr. 
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YOUNGER 


#SMOKER REPORT 


Long again plfpi^ized to me that we should very tightly restrict 

! mHbu jy£p ° n himsd re p° rt • 


^erefoi^^l suipfl^st we make no more copies, that HDD Group Managers 
and Ma&fpiss wifetes^s ^eed to know read your copies, and that Market- 
g Department perjonne1 below Director level read the copies 
ready given til-P^Marketing Directors. 
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February 21, 1980 


mimm 


B. Stuart 


BEST 1 

.COPY, 


D I FFERENCES BETWEEN GALLUP POLL ESTIMATES AND HEW 
3T1MATES OF TEENAGE SMOKING INCIDENC E 

^iur request, plffiT following are my comments on the difference 
the GallupL,esfc^mates and my HEM-based estimates of smoking 

L a .e,h c e . f -w- ■? 


■f^^P&torica1ly, all Gallup Poll estimates of smoking incidence 
lliiisfe been highep^fn HEW 6. For example, in 1974 and 1978 
Gallup's estima^^®^ adult smoking incidence was approximately 
3% higher than jREWsf estimate. 

^me|primary reafsop f*or this discrepancy appears to be in the 
J&gfinitipg^bf afjjaMMlent smoker. 



any cig| 

- HEW defi 
yes to:|| 
fur therf 
one or ^ 


eTmes current smokers as those who respond 
PNH|y to the question: "Have you smoked 
in the past week?" 

pjl^current smokers as those who answer 
iK&Qj y°u now smoke?" This definition is 
Qualified by asking if the respondent smokes 
ore^lgarettes per day. 



lup-s definiefTappears more likely to include an occasional 
ker, i.e., who smokes a couple of cigarettes when 

on a Fr iday; n jTgnx. This definition also tends to count 
erimontal as part of the smoking population. Since 

majority of experimental smokers are young, the inflationary 
pet of this definition (relative to HEW) would be highest 
ng teenagers. 


Gallup estimates quoted in the attached article may not 

S irectly comparable to my estimates. It appears that 18 
|olds are included in the Gallup incidence figures, while 
my estimates cut-off at 17 year olds. 

Differences in sampling methodology are not a major contributor 
to the discrepancy. Both Gallup and HEW used telephone surveys, 
and any differences in sample size and sampling error would 
appear to be relatively minor. 
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Finally, while it is difficult to say which is the better 
jmeasure of true smoking incidence,, my estimates agree more 
closely with a 1979 study by the National Institute of 
Education (received by our library less than two weeks ago) 
This report estimates smoking incidence among 12-16 boys 
at 10.7% and among 12-18 girls at 12.7%. The report is 
quoted in the March 3, 1980 issue of Forbes Magazine (see 
5 attached), K, 


■t importantly, Ndo not believe the differences (however large 
may actuallyrbep result in substantively different major 
elusions or implications. Both studiee conclude that 

idence is hi'ahergiamong girls than boys, teenage boys are 
|vier smokersjr" 


Please let 





I can be of any further assistance. 


par tmen t 


Mr. U. Fryarnan 
Mr. J. R. 

Mr. R. C. R'craine 
MRD Librad 
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„.v, 


TO: Mr. J. R. Moore 



TEENAGE SMOKERS (14-17) AND NEW ADULT SMOKERS AND OUITT ry S 


is the seco^^^port relating to teenage stokers and new adult 
issraoRers and qui frors'. The first report, released in. January, press 
^PH&ng 1979 dat^r^ tT^Ls report updates that to include Fall 1979 cat 
>irnijKLar reports iv'Iff'll he p rovudel semi-annuallv , coi ncii i rcr with the 


i o: 
_ruo£t 


d 1 c sr.c-pro: i . cs ann 
•ir.w tee:. - jers, new snoke rs , a 
:e tracking of adult snickers, 
s data and it is not no be u 




RJR is uir>c no lose- share among teer.ace smokers, 

with 19.9% of the teenage smokers in Fall 1979 versus 
21.3% in 7• ring 1979. Both WINSTON and SALEM have been 
steadily losing share ago r.c this ace group: WINSTON'S 
share was 7.2 a in Fall 1979 versus 8.31- in Soring 1979, 
while SALEM'S share was ~.9: in Fall 1979 versus'10.6% 
m Spring 197 9. m addition, ?.JR is lcsir.a share Doir.cs 
due to aging, which, is cue natural process of IS 
olds e uterine 


■.artet, 


i ; 


0 ?> r 


CX-63 
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P. Morris continues to pair. share 
old ace group, with 62.6" in Fall 
Spring 1979 . Msri boro, v:hi vr. r.i: 
in Fall 1979, sc noun t 5 a 1 .r r t e 

share among teenucers . Hov/e'. er . 
experienced share increases among 
Fall 1979 (B&H, Virginia Sites, M 
Saratoga all gained in share)- P. 
among 18 year olds has made it the 


substantial share 


Anerica 

share a 
decrees 
increas 
nearly 



e tt 



gains 

Si My e 
gi ng 

cirr.ong 

.id r.o 11 g 


due to 



the 

2&W 
o r 



ee tracers from Sorir.c cc 

rit, Parliament ar.d 

Morris’ large share 
only company to realize 
acing process. 
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improv~ 
designed ; 
strate-rie; 


ur - y 

to be used 


this ooouiation crouo. 


The analysis is divided iru/j 


sections : 



♦ 

S h a i' e o f e a c f. 

of the 

six n armies ini 



among the age 

group. 



• 

Net effect of 

aging 

on each of the six 

company ' s 


franchises and 

f ive 

kev brand's franchi 

ses, and future 



trends. 

The previous report provided a demographic description of 
14-17 year smokers, including population, incidence. 

Irate and voija||p§| Since population estimates are made only 
on a ye a r ly i*s, this table will be provided once a year 

ather than ^een^-ar.r.ually (it v.'ill be provided ser.il -annually 
f there is yTffiaii or change in rate per day, v/hi nh vould 
^affect vo 1 v.:lt 

^ .^1 ^ 


mo ev orar.u; 
the pevci;: - 
snics and 









: l w j 


Tota* or d urann; 



5 c r ' -z 

Fall 

19/5 

l o 7 Q 

1979 

29.9 

21.3 

19.9 

12 . 5 

3 . 3 

7. 2 

10 . 6 

IQ . 6 

7.5 

39.6 

35.3 

62.6 

36.1 

5 I . 5 

52 . 0 

i . 2 

• - 

. 3 

22 . 2 

O • w 1 

5 .2 

19.3 

' J, 

2 . 2 

•;. . 

~ ■ 

* “ 7 

p ■? # 3 

p 4 . :S 

S3. 2 


sour: 
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.43 

.17 

.21 

1.18 

1.03 


.40 
. 14 
. 16 

1.25 
1.04 



iiir-o no remain the same from Spring 
5 * rare per r. 2 ” die .-.or change during 
ry . -_un.e among 11 - 1 ' year olds was 
rhe same from Spring re Tall. Share fo 
c illustrate he*-- share has shifted 
ar.ie.s free 'trine :c rail. 
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19 79 7c 19 . 9ir. 


e .u : 4 ■ i v 


Ainston s snare e: teeaact a^ocer t caa :;e:.;nec 
from 1975 to Sonne and Fall 19“?, with a share of “.2 
in Fall 1979. 


; “ Salem's share of teenage : .<•; remaned steady " ror. 19,5 
\ to Spring 197? (10. C ■/; and the-:, dropped considerably in 

Fall 1979 {to 7.91) . A north reverting period is necessary 

to determine whether Salem's decline in Fall 1979 indicates 

sr ■ - . 

a significant trend. 

•. ^Philip Morris continues to gain among teenage smokers, accounting 
feor 62.6% o6*>he ( 14-17 year old market in Fall 1979 versus 53. 35- 
Jin Spring 197 ’ 3 



Marlboro, 


ontinues to 


Ffa J1 arae c-ortion o; 



:•».o nc; zb r. a ce::s , 
•one th 
.n Fa 1 


•-,11 i99 . (Because r.t>:v 
-o t" much of the teenage 
: resented in the tab 1 . 


) 


Z f" 

” I- 


j£ "9 



. Loriliard; 
aininc shai 
o pu 1 a rit V dll ■ < 
rowth in sh 


ny it her than P. Morris to be ” w 

year olds. Newport's increasing E 
this grouo is the crime contributor to Lon Hard!? s 
rzr.c the 19-17 vij r olds. Newport overtook botr£ 


ALEM and Kc^O»»tn snare :: the teenage market in Fall 1979 , neki rg 
ewport the Second most papular brand among teenagers, after i 

larlboro. •? 


979, and siichtly in .-all 19 79. The increase is not 

ignificant encray not indicate a positive trend for Alter lean m 

mono this ace crout. American remains an u.ninoortant factor w 

. . . - . , . . h* 

n tne teenage market aiong witn ..icgeto 7 .-.vers, w.nose snare co 

none the teen ace market was cnlv j.2' in Fall 1979 . 115 


i^&W 1 s share among 14-17 
imarilv due to Fool's 
Fall 1979, 3&v; held only 
in. 19 7 5. 


decreasing, 
cz cc r .0 z 0 e n a cs "r.3rk*? t. In 


C£> 
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- RJR's increasing losses are 
18 year olds coupled with a 
50+ smokers. 


•je cc a cec*ir.mc snare anonc 

el snivel' enable share ar.cnc 


C Some of RJP's losses „r-> due *. which is losing share 

among IS year olds, and :c "hi:-::, whirr. is exper '.ercing decreases 
in its net cains duo cm aedr.a. 

There are no indications that these trends •.•■•ill level off in 
the near future. 


>f the six edrttoanies , Philip Morris is the cnly one which realizes 


;ubstant < al 


from ating. Philic Morris cair.ed -40 share m j- 


spring 1979 Jrrcl .42 share in rail 1979 due tc the aging process. * 


Much of Phiy 

^ j >#■ ^ •- p 

stabi 1 ; 

1979 . 


. 1 oro , altr.ou j.n it 







X 

• * 


■ill 2 


4: 


_ ., .. Z _• ii l 

:i r: f r: ~ crv.: g i n a 
■Ml ip Morris 1 share of 18 ye i'.' ~ 
;o Fall 1979, versus Marlboro'S 

jz ^ 

> 


rcans even in terms of the aainc process. In 
.02 share points due to acir.c, and lost .01 


-.i le Lorillard is gaming share 
:n Irina share amonc the 50* ace 


rillard neag 
"all 19 79 it 
are points ipp'onrg 
fmonc 18 yea r^^ d vH , 

oup, thus dfcn&VKc the effects of acing to wash out. Newport 
[as a posit iveejjiect or. Lorillard in terms cf aging (it coined 
8 share poilPilP^ir. Tall 1979) , but it is neutralized by losses 
ott. other r.rends. 


5 


T5 



ericar. and 
he aging prc'cess, 
ablized. 


u .-vers are noth ics 

thouch their rates c 


\c share points due to 

loss acoear to have 



ir 1 1-t its higr. share among the 50- ate 


.css of any company '.13 in Fall 1979), 
mono 15 rear olds coutled 
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ro 
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on corns a nv 



The purpose of this analysis is so .cenoccy trr 
smokers and quitters, and tc estimate their ir.pac; 
and key brands' share. It is not designed to be used as a 
tool for developing marketing strategies for these population 
segments. 

The analysis is divided into three sections; 

• New smokers and quitters by demographics. 

• New smokers and quitters by categories. 

Estimated impact of new smokers and quitters 
on.BJigii&nd competitive companies share. 



The previotyT’JFetiOrt included a aurur.arv table or. the number of 
new smoker^®lllii|quitters and their effect on total industry 
i volume. 5 a^i^ there- are r.o cat?, available to suggest new 
smoking 5r ‘ jjjjjrf*"'' !u: ~ ' ~ " : * rc -~ Spri te to Fall 1979 , 

a yearly 


- r- 
v ^ 

7 X- 




to 

smokers 
the sha 
and conpa 
figures 
smokers 


ha s s: ;;c-koc! ciai.rett^s 



C s 
r Z JS 

ever. days. The number of new smokers etc qyittees- 

or :• since this definition includes jj f. 

start' 1 and "quit" several times a year. However^ 
new smokers and quitters across demographic grougs 
is believed to be unbiased. As a result, NFO Y 
c ;.:.b i r.-r - with es circa. tes of the total new "7 

quitters tc calculate the effect on company shared 

i 

5 

"5 


un 

ro 

H* 

CO 

cn 

<D 

N> 
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PERCENTAGE OF h'E'.v 5 
d tkf:= i:: 


' A3 LF V 
■ r c i * * n 


■v azv.coRAPHics 


S Of New Smokers 



Male 3 
Female 


18-24 20.: 


3S-4S 26.2 


VL- 4 -ers 


Ir.cex of Nsw Stokers’ 


Index of guitrer 


Spring 

1979 

Fall 

1579 

1976 

Spring 

1979 

Fall 

1979 

1975 

Soring 

1979 

Fall 

1979 

1976 

Sr>r inc 
1975' 

i i “ T 

56.7 

5 5.^ 

57.8 

56.5 

56.5 

103 

llo 

103 

110 

110 

* n • 

43.3 

44.^ 

^4.2 

A3.A 

4 3.5 

- 9i 

59 

92 

39 

89 

5 

X 





* The indoxfg 
the desionr 
smokers in 


Findings ; 



the percentage of New (Quit) stoker: 
relative to the percentage of total 



teles are rr.crPpliv.e in.; females ir. terms of both quitters ana 
ypokers, rel r r> what would be expected based on their share, 

fn addition, wnill rale’s share of the smoking market has been 
.readily declining, their carrentage of quitter? and new smokers 
fas declined crQpoi’ticr.atelv, still leaving them more active than 
females in terms of vuitters and new smokers. 


Tyie 18-24 year olds are more active than any other ace croup 
ffl^term.s of both quitters ar.d new smokers, relative to what would 
be expected cased or. their share- Their terrer.tace cf quitters 
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• The 2 5 and over age groups 
and new smoking activities. 


smokers amon< 


6; reis vel v 51 r*. 1 1 is.i" ir. tr.sir cui.t • in cj 
W hile there are seme fluctuations bet¬ 
ween 1976, Spring 1979 and Fall 1979, the fluctuations are not 
consistent enough to indicate any clear -.rends in quitters or new 
he various are crcv.ns. 


New Smokers and Quit t ers by Categories 

TABLE VI 



PERCE! 



OF NEW SMOKERS AND QUITTERS BY CATEGORIES 


HEIR INDEX RELATIVE TO THEIR SHARE 


* 

L 



Source: NFO Estimates 


in the category 
in the catecorv 


: inemos : 


g ~ 5 -J 
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c 4 . 
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_> 6 € 

5 .2 

t • . 

100 

B 5 

100 

257 

it 
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14.2 

, . «, 

5 0 

1 22 

' ‘ 7 
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95 

114 

■Q * 7 

|9o 

« m. • V 

' 2 . 2 

12 0 

12 C 

110 


3.2 

2.3 

12 5 

123 

128 

ICO 

the percentage of New; 

{Quit) 

smokers 


ve to 

t ir.Cf y 

rcer.tace o 

f ■to ta 

1 smokers 









LP 

to 

*-* 

CO 

vD 
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*-» 


is varying smokers nut 
ultra low; ear smokers : 


are fuller : 
ever, the 1: 


avor row; i- 


;no.<er = 


: relative to their snare 

ksL\- tc quit smoking than 
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than its share 03 


nev; snc.-:ers. 


i ,n - . * - * 


! c t tr.e 



phenomenon of smokers starring and quirting several times a year. 

New smokers and quitters c. category will continue to be tracked 
in the future in order to rain a better understanding of the 
effect the ultra low ter :-t?a;rv has or. new smokers and quitters 


Share of New Adult Smok er= an c Quitters .--n one Comp a nies 
and Key Brands, and Effect an Share 

The first table presents the share of new smokers and quitters 
by company hind. ,key brands, and the second table presents estimates 
Of the net^i^ct of new stokers ar.d quitters on company share 2 
of market, * 







INSTON 

ALEV. 


' tf *'^ 0 r r i s 
Marlboro 

frican 


Lori Hard 
fewport 


gett o Mvers 



Total = l.'ew/Qui ts 

V i " 1 ' ^ ■** c: \ 
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1 . 0 


l . 1 


34 

i 1 


2 f 


x c. 
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1 j 
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all 
9 7 ‘3 


13.3 

10.1 

3 6.7 

20.3 

7 . 5 

3. 4 
5 . 7 

11.5 
1 . 8 


avl ' v: s 


Shr e of Quitter? 
Sorinc Fall 


* Because no new data was av.-.: 
or new/ qui ts was as s (.ired c r 
Share for Fall 1979 was rjre 
between comc.ar-.ies and brr.d 


a in the 
led to ill: 

■“rev Sorinc to Fail 


1376 

_1_979_ 

1979 
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36 . 5 

13.5 
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CL,"’ P7 .jT ’ 

,* i : r'EiT 


1976 

if _ r- 

Fall 

1979 
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~ . Z A 

■ - 15 
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-. 30 

+ .02 

1 
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+ .03 
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spr.e: - 


it, 


■n:.y t: • o ry r.ev; sr.Orters ar. 

r, in Fall 19/9 tr.ere v;er 
and guitiers between companies, generat 
ss -2 3 for so::;* corr.oan ies. Another racorttr!§ 
ermine whether the changes are significant^ 
r.~.= for the companies. 


:: c lots i r. Fell 19,9, ve reus a .04 
both 197 6 ar.:: Spring 1979 . The in¬ 
is cue co both 5 decrease in nev; smote 
L n g u 11 te r 3 . 

. 30 share toir.ts in Fall 1979 (versts 
ic 1979) , trimariiv due to surae of new 
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it 

-? 


irs 


Lorillard lest .20 share points in Fail 1979 (versus 
Spring 1979) due to both a decrease in new smokers an. 
increase in uuitters. 


un 
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i Myers have all been relit 
: .it; losses from new anther. 
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RJ Reyno-ds Tobacco Cocioany 
rs'x Sa er\N C t’>C 2 


July 22, 1980 


■ TOi 


Hr. E. A. Horrigan, Jr, 



^ FROHi C. H, Long 

i SUBJECT* MOD ggpott on Teenaoa smokers (14-17) 





^Attached 
,4 Last JanuaryJ 
s that Philip-J“ 
s| smokers, antf 1 
* raport indict 
by about 4 p<j 


Importantly,I 

Irad uaUy de< 

RJR'TOan 


sm 

trends. 



report covaring tba aforemantionad subject, 
port was issued on this subject that indicated 
had a total share of 59 among 14-17 year old 
fically, Marlboro had a 52 share. This latest 
hat Philip Morris' corporate share has increased 
however, Marlboro remains the same at 52. 


Report further indicates that RJR continual to 
and between the spring and fall 1979 perioda, 
^declined from 21.5 to 19.9. 

sioua planned activities that will be implemented 
| in some way in reducing or correcting these 



GHL/bb 

Attachment 





CX-65 


EXHISrTNC 

Wit—JI 

Da '»_ Qi 

*Ptr. J9, 


RJM 068723 


80M00578 


ittp://legacy.library.ucsf.e0»tliiGl)kt(l|Otpffi(!MZWp®Wv.industrydocuments.ucsf.edu/docs/sghl0001 




u . 

% 





TO i< Mr. J. B. Stuart 



ECT: Addendum for Report "TEEN'AGE SM OKERS (14-17) AND 

NEW - A5t3SfiSMOKFRS >ND QUITTERS 
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Neither^; , '.'ANT 1 . MG, MORE ar NOW account for a 
very 1 a tee Doriion or. the wer.-qe sm.o.<ers. CAMEL 
has thet chare, vita 2.4V of teenage smokers 
in Fa 11 . GAEL dees appear to be growing among 

the ageHgrroup, primarily due to CAMEL Lights. VANTAGE 
also aptHUi^ to be growing, although at a slower rate 

All fouFwMthe brands lose share due to the aging process. 
CAMEL loses the largest share, -04, primarily due to CAMEL 
Regular's high share among the E0- 1 - age group. 

Each of the four brands have approximately the same per- 
centace of new smokers as them have quitters. They each 
gain and lose smokers at the levels expected based on 
their share of market. 
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5 a, .summary o|f 
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relating to teenage smokers anc new acu_t 
|s report updates the previous reports to 
^ These reports are provided semi-annually 
iinr.ual release c: National Fam.ily Opinion, 


S report was obtained from NFO Inc. of Tole 
nel of adult consumers for the purpose ci 
s. For the past 15 years RJR has used Sf 
egularly tracking adult smoker preriles at 
Ihe data regarding teenagers, new smokers i 
product of the tracking of adult smokers, 
to cather this data and it is not to be i 



lev' findings based o 
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r, the analvsis of teer.ace 
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re cf teenage smokers has stabilized, 
are cf 20.2% in Spring 1980, 19.9% in 
, and 21.3% in Spring 1979. WINSTON 
a slight increase in share of teenage 
r. Spring 19B0 (7.3%' versus Fall 1979 
SALEM continued tc lose share among 
, with 7.5% in Sonne 1980 versus 7.9% 
979. CAMEL, VANTAGE, MORE and NOW all 
lativelv low share cf teenage smokers, 
at 3 rsi- i-.r sicr.if icar.t!’■’ amonc tms 





CX-792 


RJM 06578 J 


----80M00724 " " • 

Nbrary.ucsf.eSiatliiGbktdiOtpaCMZWpfflWv.industrydocuments.ucsf.edu/docs/sghl0001 



























1. Smokino Among The 14-1- Ace Grout■ A=m = Crr._ir.ied 





- RJR continues tc lose share points due rc suing, 
which is the natural process of 18 year olds enter¬ 
ing the market and 50+ smokers leaving the market. 

RJR lost .14 share points in Spring 1930 versus a 
loss of .11 share points in Tall 1979. RJR’s 
increasing losses are due to a declining share among 
18 year olds coupled with a relatively stable share 

among 50+ smokers. 



• P. Morr i re of teenage smokers declined slightly in 
Spring JPsO (’61.5%) versus Fall 1979 (62.6%). The decrease 
is due W-a''decline in Marlboro's share among teenagers from. 
52.0% irf TjT.I| 1979 to 49.9% in Spring 1980. However, 


?. Morr 


re gains continue to increase due tc the 


aging P r S£ e 5J< with a gain of .46 ir. Spring 1980 versus a 
gain of pippin Fall 1979. The increase from 1979 to 1930 
me rrc^ncs ether than Marlboro (primarily Merit' , 
which i rfrrrfaed it. snare among the 13 year old age croup. 


* Leri ft 
;se |n 
■eas 
>le 



Haw Adult 


Males a 
" active 



djj 3 5W, American and Liggett i Myers all continue 

S due to the aging process, primarily due tc 
ares among the 18 year ole group coupled with 
increasing shares among the 50+ age group. 


rs and Quitters 


-24 year old smokers continue tc be the most 
in terms of starting and quitting smoking. 

Pallet flavor low tar smokers quit smoking at a somewhat 
higher 


- har - ultra low tar smokers. Full flavor 
, fiaokfirsrduit at approximately tr.e sam.e rate as ultra low 
tar snsBii 


«. MR bro 


iif n in terms of .the share effect of new smokers 
and quitters'in Spring 1980. This compares tc a loss of 
■04 share points in Spring 1979 and in 1976. 


• P. Morris and B&w continue to gain share due to the effect 
of new smokers and quitters while American, ?. Lorillara 
and Liggett & Myers continue tc lose share due to new 
sm.okers and quitters. 
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SMOKING AMONG THE 14-17 AGE G.-.Ct'P AEIN: 


Smoking behavior of 14-17 year olds is analysed ir. order to 
improve cur ability to forecast trends. It is not designed 
fep be used as a tool for developing marketing strategies to: 
takis age croup. 

The analvsis is divided into three sections: 

ssl 

' ? • Demographic description of 14-17 year old smokers - 

j population, incidence, rate and volume. 


Share nt the six companies and key brands 

among thwjPage’ group. 

Net ef lacing or. the six company' s franchise 


ana sev 


\s rrar.or.ise- 


■ sr.ire Smokers 


#Mpailati^ 

(MiLlionl 


#■ -Of 3m.o 
uaiiio 



% Of Tot kl^ j 
Sooking ^^ toulation 

Rate/Day^^F 

Vrl^rne 


CT?.i or 



Males 



:emaies 


10.2 6.1 


2.0 = . J o . 


Total 

1975 

1975 

1980 

16 . 9 

16. 3 

15.7 

17.2 

11.9 

11.9 

2.9 

1.9 

1. S 

5 . 5 

3.6 

3. 4 

17.2 

17.7 

17.4 

IS . 5 

-12.4 

11.5 

2.1 

2 . C 

1. 9 


Sources: Pcpulaci; 

I nc - disr.cs 

» a. i - a * • 


V.5. Census Projections 
IT? HEN estimates 
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Teenage sn.Qkers' snare cr ccoa* cigarette vo.une 
from 3.1* in 1975 to 1.9% in 1980. This decline is due 
to a decrease in teenage population coupled with a decrease 
in smoking incidence among teenagers. 

While rate per day among 14 - 17 year olds increased between 
and 1979, it declined slightly between 1979 and 1980. This 

compares with a slight increase in rate per day among adult 
smokers from 1979 to 1980. 

Male teenagers' volume is decreasing at a faster rate than 
female teenagers' volume. From 1979 to I960, male's volume 
decreased while female’s volume decreased by 6.3%. 


re of Ccm.pan|Taa»“aihd Key Brands Among 14-17 Year Old Smokers 

Table II illustrates share of companies and key brands 
among teenaggg&y||knd Table III illustrates the percent 
of v^lerne :oc ^en asers among companies and key brands. 
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RJR's share of teenage smokers has stabilized, with a sh; 
Of 20.2% in Sprint 1990, 19.9* ir. Fall 1979, and 21.2% i: 
Spring 1979. 

- WINSTON" S share of teenage smokers increased slightly 
in Spring 1980 i 7. 8% >, versus a decline from Spring 

1979 (8.3%) to Pall 1979 :~.2%). Another reporting 
| period is necessary to determine whether WINSTON'S 

I increase indicates a significant trend. 

- SALEM'S shaxe of teenage smokers declined in both 
Spring 19 8 CflSWgf* 1 ar.d'rall 1979 n.9%}, versus a 
stable shabag^j^IO. 6% in noth Spring 1979 and 19 7 S. 

CAMEL'S shal'fe c3| teer.ace smokers leveled out in Sorinc 

1980 ;2 . 2%)| --•••• ' ' ' ' 

(1.2% to 2.f 

|- VANXAGE, M 
market, an 
this crcut. 



ocuo_inc between sorinc anc .-a.. ■■ i 


N’CW all have a low share of the teenage 
accear to oe cainino sicmficar.tlv among 



L93C 





:i teenage snorters oeo.ir.eo s.ignt.y ir 
* versus Fall 1979 (62.6%). 

e m share of teenage smokers is due 
h declined in snare from 52.0% in Pali 
| Spring 1980. Another reporting period 
ietemir.e whether this is a significant 


to "Skrlbor 
1?^ tc 49 J 
i»*^Tetessary 
t 

M*rft has b^err-sdowly gaining ir. share among 14-17 year 
olds, with .3.3% In Sorinc 1950 , 2.5% ir. Fall 19 7 9 , and 
2.1% in Spr pHPMP9 ~ 9. S&H and Virginia Slims have relatively 
small, s^abjyijyj^res o: teenage smokers, with 2.2% and 1.4%, 
respectiveIpPpPlj Spring 1530. 

P. Lorillar^^^ftinues to cain slightly among teenage smokers, 
with 11.2% of the market if. Spring 19S0 versus 11.1% in Fall 
1979 and 9.7% in Spring 1979. Newport is among the fastest 
growing brands in this ace croup, with 9.4% of teenage smokers 
in Spring 1980 versus 8.9% In Fall 1979. Kent's share of 
teenage smokers is stable, with only 1.2% of 14-17 year old 
smokers in Spring 19B0. 


3iW s share of teeners smokers 


..noreased slcchciy ir. Spring 1980 
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(5.9%), versus a steady decline from l?7j '22.0*' 

(5.2%) . The increase is attributable to Kool, whose share 
increased m Sorinc 1980 '4.9%) versus Fall 1579 '4.2%I. 
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Sorinc 15 20 , .-nericar. acciur.tec fcr .2% cf teer.a-e smokers, vior 
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Franchise aging is the natural process of younc adult smokers 
(18 year olds) entering the smoking population, anc cider smokers 
(50 + ) leaving the smoking population. This analysis addresses 
he effect of this process on each of the six companies and key 
rands . 



able IV illustrates share of 18 anc 50+ year olds by company 
nd key brands, and Table V illustrates the net effect of aging 
y company and key brands. 
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* These share points are annualized; that is, they 
represent the share sains 'losses that would be 
realized for an entire year based on the h‘FO data 
for the reportin 5 period. 
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Key Findings : 


RJR continues to lose share points due to aging, with a 
loss of .14 in Spring 1980 versus a loss cf .11 ir. Fall 
\979 and .10 in Spring 1979. 


RJR's increasing losses are due to a declining share 
among 18 year olds coupled with a relatively stable 
share among 50+ smokers. 

As of Spring I960, SALEM was the only R-JR brand not 
to realize fosses due to aging (it broke even). How¬ 
ever, if SA LONS; present trend of declining share arena 
IB year oldiscontinues, it will also be losing share 
in the near^ut^re due to the aging process. 


If present 
lose share 
process. 

P. Moms is 
^he atging pro 
ring ' 1980, 





remain the same, ?.JR will .continue to 
lisntlv mcreasinr rate due to the soing 


y company to realize share gams : 
?. Morns tamed .46 share ooir.ts 
Fall 1979 and .40 in Soring 1579. 



gains in share due to aging come from 
ever, Marlboro’s sains have stabilized, with 
Spring 1979, Fall 1979 and Spring 1980. 
have stabilized due to ar. increasing share 
coupled with a relatively stable share 
smokers. 


**to«bo?o ' s 
mong 50 + 

T fi^ growth p^ot^ier P. Morris brands among IB year olds, 
particular l k... Meri t, is allowing P. Morris to continue to 
gain from tneaginc process. Merit's share of ie year old 
smokers has&cfc fajftaa i 1 v increesed, with 3.6% ir. Sc^inc 1930 
v*r»us 2.6%frnFall" 197 9 and 1.6% m Spring 1980. 




... ie rlcan has tfieEafgest ioss of share points of any company, 
*-2.oss of pHn Spring I960.. Its losses are due to a 
ry high share of30+ smokers (17.0% in Soring 1980) ccucied 
a very low share of 18 year old smokers (1.0% in Spring 
>80). Carlton accounts for about one-third of American's 
losses, with a loss of .05 share ooints in Sorins 1980. 



w and P. Lorillard are both lesi: 


rate due to ti¬ 


ne a cm: 


nc share at a s.ignt_y mcreas- 


process. 
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B4W lost .05 share points ir. Sprint 1980 vers-. 
197 9 and .03 in Serine 1979. m^s -r ——eas*nc " 
primarily due to Kool" 
due 


which 

to acinc •it ; = r■> 

.03 ir. Fall * 19*5 ■ ! "ritcl' continues 
year old smokers w.-.i 1 a oa- 


us . G4 in Fall 
sses are 
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Kev Findings! (Continued) 





P. Lorillard lost .03 share points in Spring 1980 versus 
.02 in Fall 1979 and .01 in Sprint 1979, primarily due to 
decreases in share among 18 year olds. Kent is responsible 
for much of P. Lorillard's share losses, with a loss of .09 
share points in Spring 1980. Newport remains relatively 
stable in its share gains due to aging, with an increase in 
share of ^p9 in Spring 1980, .08 in Fall 1979, and .10 in 
Spring 

Liggett 5. Myers has remained stable in its losses due tc aging, 
t lost .06 points in Spring I960, .08 m Fall 1979, and 

P.06 ir. s P rini Lw®^. Its share losses are attributed to a 
relatively of 50- smokers !:.4I in Spring 158C) coupled 

with a very ,a#are of 18 vear old smokers (.21 in Spring 1980), 
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B. NEW ADULT SMOKERS AND QUITTERS 

^The\purpose of this analysis is to identify trends among new 
Lsmojers and quitters, and to estimate their impact on company 
''QWm key brands' share, It is not designed to be used as a 
i^-tool for developing marketing strategies for these population 
jients. 



The^analysis is divided into three sections: 



New smoke.r 

New smoke^ 

Share of 
companies 1 
share by 


NOTE : 





quitters by demographics. 

quitters by categories. 

ult smokers and quitters by 
ey brands, and net effect on 


sf inj 
Igare ttel 
unew smokej 
i*«ince this 1 
t7 ud "quit 
-of new s „ 
t’efetegorieg 
As a resu\ 
'of the toi 
■•effect on? 


m 



gkmoker as a person who has smoked 
jihe past sever, days. The number of 
$P quitters tend to be over estimated 
finitior. includes smokers who "start" 
bra I times a year. However, the share 
and quitters across demographic groups, 
d_ companies is believed to be unbiased. 

N^fO figures were combined with HEW estimates 
w smokers and quitters to calculate the 
bar.y share. 


— 


Sew Smokers ar.d Quitters by Demographics 
TAELE VI :Attached) 
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Key Findings : 




• ^Relative to their share, “ales tend to start and quit smoking 
.ore than females. However, the difference in the relative 
rates of starting and quitting smoking of males versus females 
^has been steadily declining; that is, females are becoming 
almost as active as males in their starting and quitting rates. 

Relative to t^Vir share, 18-24 year olds are much mere active 
in terms of s^jjsiffig smoking than any other age group. This 
age group is STso more likely to quit smoking than any other 
ge group, aiphoutsh their rats cf quitting has been steadily 
‘ininc sinbe'fTSye. 


egroups are similar ir. their starting ar.d 
, and their rates have remained relatively 
hrcurfi Sonne 1980. 




he K and ov 
'quitting aoti 
stable from. 1 




iters ov Cateacries 


TABLE VII :Attached) 
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Ultra low tar smokers are nc mere lively to quit sr.Ckir. g tear, 
are other category smokers. In fact, ultra low tar smokers 
are slightly less likely to quit smoking than are fuller flavor 
low tar smokers. 

V 

Relative to share, the menthol categories obtain considerably 
^higher rates of new smokers and slightly higher rates of quitters 
than the non-menthol categories. This is true for both the 
full flavor and low tar groups. 


Ife of Mew Adult Smokers and Quitters Among Companies and 
^Brands, ana g^gtt on Share 

?able VIII illPftTates share of new adult smokers and quitters 
Ifong compar.i^- am* key brands, and Table IX illustrates the 
effect of Sn§^P' slacker s and quitters bv corr.oar.v. 


TA3LE VIII 


SHARE ADL'LT SMIKEPE ANT I 

Ab!CTOG| CI^lgANIES AND KEY 3 FAN 


I .7;^ 
IS 



£*s?S?Sha; 
mml = 
1976 


Wff* 

‘HflNSTOJ 
’SALEM * 
CAMEL { 

VANTAGE 
MORE g 
new ! 

I 

P. F.ord^ 
Marlboi 
Merit 

BtH ( 

Virgin! 

$ 

ASheHcanf 
CarIto^ 

BirK P 

Kooi 


P. Loriilard 
Newport 
Kent 

Liggett i Vyers 

Total * Sew/Quits 
(Millions) 



>f New Smokers 
md. Sail Soring 
T] 1979 1980 




Share of Quitters 
Soring “all Sprin: 
1979 1979 I960' 


Sour re 


34.5 

3 5.7 

35.5 

34.7 

36 . 5 

34.2 

13.3 

10 . 3 

13.5 

13 . 3 

10.7 

11.5 

10.1 

12.6 

11 . 3 

1C. 5 

12.5 

11.5 

3 . 3 

3.7 

NA 

4.2 

4 . 3 

3. 5 

1 Z 

4.1 

NA 

2 . 5 

4 . 2 

3.4 

7 

2.0 

NA 

i . 

1. 4 

i . 6 

.£ 

l.S 

NA 

. 9 

“ 4 

* . 1 

. ~ 

3 5.7 

3 3.3 

2 3.2 

26 . 4 

27.6 

23 . 5 

20 .5 

19.1 . 

13! 1 

13. 2 

15.3 

15.2 

4.4 

3. 6 

NA 

\* » 

4.2 

5. 3 

# 

H . J 

3. 9 

NA 

.'■*1 

3.9 

3.5 

#• 

J . 2 

3.0 

NA 

NA 

1.2 

2.8 

“ t ^ 

7 . 4 

12.0 

11.4 

9.6 

9.2 

4 ! 1 

2 . 3 

N A 

\ » » 

.in 

2 . = 

3.0 

3.4 

5 . 6 

14.2 

1 3 

9 . S 

10.1 

5 . 7 

; . a 

7 . 5 

5 . 9 

5 . 4 

6.0 

11.5 

' . c 

10.5 

12.7 

14.3 

14 .: 

2 

2 

* ( “ 

- 

■ - 

* s 

z . * 

t . 5 

NA 

\\A 

s _ 2 

- - 

» . T 

. ■ 1 

4 . 4 


2 . 1 

2 . 5 

2. 2 

-. s 

3.1 

i t 4 

3.4 

2.3 

Sst-irra 
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EFFECT OF NEW SMOKERS AND QUITTERS 
ON SHARE OF MARKET 
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Key Findings ; 


new snc.<e 
m Fall 


share was not significantly affected 
Opittej's in either 1976 or Spring 1979; howev 
some major shifts in new smokers a 
coSipKlies, generating larger gains and larger losses for 
cjpm.panies. The Spring 1980 gains/lcsses due to new smoke 

1976 and Spr 


ny 
:er 

ind ouitters 



s has returned to the levels found ir. 


ing that the changes in Fall 1979 were 
indicate ma^or shifts in trend, 

R broke even^g|ii§erms of the share ef 
mokers and qfrtters in Spring 1950, ve 
f .04 share ^sin*^ in Spring 1979 and 
ring 1980, ^ T Tf^'ra aLi zed both a slight 
ew. smokers ai$iiil2Sll|light decrease in c. 
pria**1979 and 19j6 



KoxriLs gai 
05--±*«pringfr? 
o gau.sk share 
Mlrr lborc, fan 

••TL.,- 



re not signifi 


feet of new 
rsus a loss 
in 1575. In 
increase ir. 
itters verso: 


rs ar.c 
19 " S 
between 
some 
rs and 
inc 197? 
cant ar.d 


6 share points in : 
and .05 ir. 1575. P 
o increases ir. she; 
o a lesser extent, 


.16 share points in 
9 , and .05 ir. 19 76. I 
lise in share of quir 
out cr.e^halfSof ?, Lonliards c. 




rmc 
>:or 
d r 

i nt 


1980 versus 
■is continues 
lev smokers 



SWa slight crease ir. its sr.are rains from Sprir.c 

37 9.12) t|||l na 1980 i-.0o), due primarily to a 

idecrewe in soar f new smokers. 


meEicon's losses 
-.05) to Spr 
f gnifrters. 



;ring 1980 versus 
: increasing loss 
its. Kent accounts 
iters. 


ecreased somewhat in 
80 :-.22) due to a c: 


r Spring 197? 
crease in share 



iggett & Mye iyy^jfe$ t .04 share points ir. Spring 198C versus 
gain of . 0 2 rSTrafre points in Spring 1979. The loss is 
rimarily due to a decrease in share cf new smokers. 


ave any questions, please call. 
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”.s. Diane S. Burrows 

RATIONALE FOR SLOWER INDUSTRY GROWTH AFTER INCREASE 
IN F.E.T. 


timating the effects on Industry of an increase in the 

projected a slower long-term growth trend 
without the increase. While the degree of 
wha,t judgemental, the rationale for the lower 

jin the attached excerpts from a working paper 
ional Bureau of Economic Research. 


a 1 excise 
would be e 
own is som 
is docume 
shed by th 




BER result 
urage a nu 
figures on tt 
would be 
ice irscr 
rs b#^Nfc%> 





Thus, 




media te 


currently 

isued withi 
>r in the i 



cate that an excise tax increase would 
f younger people from beginning to smoke, 
spcond page of the excerpt suggest that this 
ble (elasticity of -1.2 implies that a 10% 
ould reduce the number of new teenage 


ed that the tax increase would have not only 
but a long range negative effect on industry 

v^loping a report on this subject which should 
ibnth. Please call if you need anything 
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Produced l<» Federal Trade ( i.mniissioii purstuml lo subpoena 
dated .lime f». 1997. 




SepLeober 2 7, 1982 



Mr. J. R, Moore 
Ms. 0. S. Burrows 

NBERMODELS OF PRICE SENSITIVITY BY ACE/SEX 




* 


u 

rC a 


the Nations^" Bu^bau of Economic Research (NBER) published two models ^ 
based^Sn consumers' jrelponses to government smoking surveys. Because the NBEe 
were croes-aeserf^fiil (testing differences between people rather thang - 
lme) they were^ jfclsi to relate price separately to Incidence and rate 

a 5 



y age and aex.i 




* 3 

not reflect the exact effects of price increases,a . w 
deal with changes over time. However, the effect^ ^ 
iblea (race. Income, working women, etc.) are highly 


ER elasticities 
elr models 

ent e^Sour ^inlerStanding of market dyutaiciT Thua, it is likely tgifi 


age/eex 


R modlTi^havef^rrectly identified relative price seniltivlty among p 9 

_■fife SoiiinnVnxaui ** U P* 



led critique 
OF FINDINGS 


NBER models is Attachment B. 



Aci 


HBWS^mo^ls j 





ng t< 

• Teenagers [antT'ypunger adult males are highly price sensitive. 

• Males ove^^^ ^ ive sbove average price senaltlvity. 

s Women and 26-34 year old men sre relatively immune to price, 
e Price affects incidence; rate per day is virtually unchanged. 

NBER PRICE ELASTICITY AMONG: 



TEENS 

AGES 

To=T3- 

AGES 

35+ 

T( 


12-17 

TOTAL 

MALES 

TOTAL 

MALES 


EFFECT ONt 

Incidence 

-1.19 

- .74 

-1.28 

HA 

HA 


Consumption 

-1.44 

1 

GO 

iD 

-1.40 

- .45 

- .66 
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U1 

to 
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to 

to 
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CONCLUSIONS 


Ln Leras of immediate impact, the effect of price on males 35+ Is most 
important. Half (SOS) of the total drop in industry volume is attributable to 
ma|es )5+, compared to 2^X from younger adult males, and Vi from teenagers. 
Iculated in Attachment A) 



the loss of younger adult males and teenagers is more Important to the 
iOT ™Torig term, drying up the supply of new smokers to replace the old.* This 

Ugnot a fixed loss to the industry: its importance increases with time. £ln 


years, increiaed rate per dsy would hsve been expected to raise this 
)'s conBumptl»#:ii more than 50X. 




S. Burrows 
MARKETING DEVELO 



DEPARTMENT 




»*A| discussed In lay 9/ 21/82 memo re "Estimated Change ln Industry Trend 
lowing Increase". 
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ATTACHMENT A 



IMPORTANCE OF PRICE IMPACT BY AGS/SEX TO TOTAL INDUSTRY 

1982 IMPORTANCE TO INDUSTRY 


: OF 
S MO KIRS 

4.0 E 

8.0 

28.7 

96.0 

100.0 


RATE PER 
DAY 

17.4 E 

29.7 
36.9 

31.7 
31.1 E 


IMPORTANCE « 
X OF TOTAL 
CONSUMPTION 

2.2 E 

7.5 

33.6 

97,8 

100.0 


(X saoltert first half 1982, rate in year 1981) 
lasted teenage tacking. 

IMPACT; Saaple calculation aaauaea 10Z price 


£ 

“ u 

-i a 

i l 

< Q 
3 1 
t £ 
£ 2 
X £ 

O u 

u. ^ 

S 2 

8 a 



Increase and fli fe& s623T0 billion industry. Importance of group to to(3lg 
change tr ln^jfindent of total volune or price change. “ q 


WWWIWfti ft 


T 


IMPORTANCE NBER LOSS FOLLOWING g g 

TO INDUSTRY ELAS- 10X PRICE INCREAS E K 5 

BILLIONS TICITY BILLIONS IMPORTANCE ^ gf 

I" ^ 

* £ 

PH W 


C/5 


Teenagers |PN 

2 . 2 X 

13.7 

-1.44 

2.0 

7 . 2 X 

Males 18-24 

7.5 

46.7 

- 1.40 

6.5 

23.6 

Males 35 + 

33.6 

209.3 

- .66 

13.8 

50.0 

Total 18+ 

97.8 

609.3 

- .42 

25.6 

92.8 

TOTAL 

100.0 

623.0 

- .44 E 

27 .6 

100.0 
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ATTACHMENT 8 



TECHNICAL SUPPLEMENT 
SUMMARY AND CRITIQUE OF THE NBER MODELS 


--- and Coate of the National Bureau of Economic Research developed two 

Series of models relating cigarette prices (and other factors) to reported 5 
pei^Jay.and "total demand" (Incidence times rate). - 



nee , rate 


u 

<-> s 

r* jmm 

the models wuld still^bg. 


gh reported rate b Understate true consumption, 

the under-^eporting was constant across the other variables -- 
We ordinarily use this assumption ourselves. 

e.t?ed by assuming that prices in all localea/outlets 

. . i i . . a t a 


'geography , age 

aLudien were 
were similar 
This may be why bo 
bt^ still signiflc 




"Tb* Vote 


aH“ 



Ho. 744 g 4 the 
Coate, Sept 


rdinaayr 

ealth 



e statewide average reported by TMA, plus local taj£§ £ 
Is had low adjusted R-squared values (.11 or lees « ^ 


studies are critiqued separately below, 
rce, time period, and methodology. 


since 



of respond 


or Using Excise Taxes to Reduce Smoking," Working 
onal Bureau of Economic Research, by E. M. Lewie 
1981. P 5 £ 

3 * g 

ast aqujivas model used data tapes of Individual responses Z. © 
rvldifeKSu^ey of 1976. It expresaed incidence, rate, and "tqjfaJj? ° 




age 20 as a linear function of: 


sn 


Retail priqe 
reapondent 

Family'income and size 
Sex 

Marital Status 
Health atatus (perceived) 
Region and city size 
Race 

Working woman or not 


Using the full sample, price was not 
factor In incidence, rate, or "total 
other variables were significant (at 
with our consumer research findings. 


defined as the TMA - reported average in the 
e, adjusted for any local taxes. 



found to be a statistically significant § 
demand". Coefficients, for most of thei 
the 5X level) in a direction consistent 


to 
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The models were respecif led using a restricted sample which eliminated 
respondents within 20 miles of a lower priced state, on the premise that the 
price they actually paid might be lower than the assigned price ("border 
effect'). For the restricted sample, price was found to be a statistically 
significant factor in; 

Incidence and "total demand" among 20-25 year olds. 

"Total demand" among those over 35. 

£ 

e ragresslons were done by age/sex, significant coefficients were fown49 
r males . Though none were found in the female regressions, the highgjrp 
tty for males/ftasaget combined than for males alone may Imply some j 2 
among females 

elssticitlei “«re |tabulsted on the next page. Only boxed values 




leal signified 


normal levels 
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L PRICE 


N6ER ELASTICITIES AMONG PERSON'S 20* il'b) 
(Sample Restricted to Eliminate Sorder Efrect) 


REPORTED 

INCIDENCE 


REPORTED 

RATE 


TOTAL DEMAND' 
(INC. x RATE) 


Total 20+ 
♦25 
-35 
5 + 


i ~~ •264* 1 



Males 20+ 
25 
t6-35 

i 

35+ < 



ZTH ; 

... ■> 


otal 20+ 




£46 


J5aw«w«fcv, 



88 

6 


.03 


- .037 

- .20 

- .04 

- .15 

- .171 
+ .029 

- .204 

- .026 

- .134 

- .077 


GZH 


** 


(Z 

(Z 


.416** 




EZ 


.47 


-1.401* | 


.320 
. 638 ^~ ) 

,302 

.577 

.118 


.08** 


coefficient statistically significant at 5X level (2-talled test) 
**OLS coefficient statistically significant at IX level (2-talled test) 
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since me NBER models are based on geographic differences in retail price at 

one point in lirae (1976), ihey do not translate directly to national changes 
over t ine: 



The positive income elasticity suggests that, over time, price 
elasticity should be applied to retail price deflated by some measure 
of consumer income. However, the price elasticities are strongly 
age/sex specific and income measures/projections are not available by 
age/' sex. 

Wi 

Since consumer prices may continue to rise faster than Income - a 

(especially |m»ong young adults), using the CPI as a deflacor proba 
yields conaepvjg^e estimates of the price Impact. _j z 





Restricting Use staple to eliminate "border effects* Improved the 
model's applicability to the nation. However, it created some 
regional bia 
Northeasterne. 
elasticity a 
positive coe 
except the West 


I 



e adult HBER 

thef^fifnbab 
and thpsabders 


NACE MODEL 


The Effects 
and 



eaternera rose from 181 to 29Z of the sample whl]£| 3 
11 from 24Z to lit. This may have made the pric^ £ 
gative than the "true* national value, since K ^ 
nts were associated with residence In any region “ ' 

3 z 

o « 

H i 

lcities are imprecise for national price changes** £j 
e a reasonable idea of the groups most affected « 
effects. w g 




magnitude of the 


vernaent Regulation on Teenage Smoking," by E. I 
rossman. Journal of Lav and Economics , December, 


models used peysonaj interview data from Cycle III of the Health 
^ tion-Sacvey* ,p!^®S^cted 1966-70. Incidence and rate findings from 
‘ v -m reasonable .y^yygsfpa even a cut above most teenage studies. But if 
cent. 

r goal of thie f study was pre/post assessment of the Fairneas Doctrlr 
osded television with anti-smoking commercials from 7/67 through 12^ 
variables included: 


(A 


* In Self-Reported Health Behavior and Attitudes of Youth* 12-17 
State*. HEW, 1975, 


Years , United 
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TMa retail prices, adjusted to state cosl-of-livmg and changes in the 
national CPI during the ‘•-year survey i an improvement over no 
adjustment, but still makeshift). 



Fairness Doctrine intensity versus cigarette advertising and amount of 
time spent watching TV 

Family Income deflated by state coat-of-livlng 

Number of other children |3 

Parents’ education *■? 3 


Working mod 
Employment/i 
Student ataful 


single parent 

ice of youth reapondent (detailed) 



Age 


Sex 


Rac 

rtswS- 

**3 

• 





11 ( 


* ■ ■* 


an 

a< 

wl 


negative, prl 
ati aclcatiy sfgn; 
a augf««r that ti 
the aatofc didfltat iTO inc 1 ud 


•ticitiea were found. The coefficients were stab^ P C 
cant in all model specification* reported. The p g » 
e large elasticltiea may incorporete other 
nclude/capture separately. They suggest That the g © ^ 


iwboo| related.variable* may have failed to represent the youth'* actual 
income. 

ER PRICE ELASTICITIES AMONG YOUTH 12-17 




PORTED 
INCIDENCE 

- 1.19 


REPORTED 

RATE 

- .25 


"TOTAL DEMAND" 
(INC, x RATE) 

- 1.44 


in q 

g 9 

5 1 
8 s 
5 a 
a s 


fairness Doctrine was also found to have an Important negative effect P 

first year (accounting for a 3 percentage point drop in 12-17 g 

incidence) , but showed diminishing returns during ita second and third ye*]^ 
Cigarette advertising on TV was found to partially offset the Doctrine a 
effects. Thus, the absence of TV advertising after 1970 was implicitly a H 
negative effect, but the absence of the Fairness was a larger implicit 
positive. 
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Results tor other variables were not reported. 


Weaknesses In the teenage NBER model are: 

• Loose estimation of price, loosely deflated. 

T \ 'Impure'' price elasticity (probably somewhat inflated). 


Data from the late 1960's, which may not reflect today’s market. 

i-Ottal application of thla model has Lhe same problems as in the adult 
el, except that the problem of estimating what teenagers perceive as 
^#:h* n ge *v«BLworse. 
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AI3QUX MODEL Of YAS IMPACT ON SOM 



Similar to industry modal which tracks from 1960'e to date. 


Assumption! 

1. Continuation of 'BO'e incidence trends for age within sex. 



2. Rate per d^ is a fixed characteristic of age 
Sticks/Pay | 

Total 18+ 

By Age , *m 3 ersus 1&+ 

18-24 
25 -** 

35-49 
SO* 


recrfS"wTEhin age/sex are driven only by aging. (This is very 
o hL^rical reality for RJF in total, elthough brands may vary. 



1975 

1980 

1985 

1988 

3i.: 

30.4 

31.2 

30.7 

82 

85 

82 

82 

101 

99 

97 

95 

112 

111 

110 

109 

100 

ICO 

103 

103 


,1. For each pr 
into the ne 
move to 



year, the oldest smokers in one age/sex bracket move 
ket, e.g., 20-year-olds move to 21-24, 24-year-olds 
c. 



2. Smokers whoy^^hto a bracket keep the claimed usual brand share seen 
in their previous, bracket, i.e., stay lcyal. Brand ihare in the new 
bracket is |p»p iajjhted average of those who age in and those who stay. 

3. SOM coopute^iii^ importance of age/sex to total 18+ smokers, 
characteristic rate per d:y, and observed loyalty (Diary panel % 
requirements) of current brand smokers (e.g., new CAMEL YAS give 93% of 
their volume to CAMEL). 
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PRODUCED TO FTC PURSUANT TO C.I.D. ISSUED 8/1/90 
Key Performance IssueijLp_133Q 



CAMEL 

I 

^ How, when, and why do CAMEL and 




r° 










. 



"interact with each other 


nvwf wucn, ang wn/ qq iwitL *nu ^ mieritv wivn e*wn 

versus with Marlboro. What ImpadpSoes It have on their 
respective performances and the company's profitability? 






,\V v 






2.^ How 1$ CAMEL'S 18-20 year old smoker target different from 

Sav 1n« /Sensitive 18-20 year old smoker target {i.e. demographic, 

.....LlA_L J i _ i _L J - L .1_*_I_J. 


JJlj psychographic, 
5 cigarettes p'" 
«8fe U, ,■ 
3.#What is the re 
s ^ and share o 
claimed usual 


Why, how, an 
claimed usua 
process? Ho 
into ..adopter 







What impact 
all pack promo 
performance? 



graphic, behavior, evoke set of brands - 
lers, etc.)? 

onshlp between changes In promotional activity 
usual brand smokers among YAS? What does 
mean to a YAS and how often does It change? 

does an occasional user of CAMEL become a 
der? What role do promotions play In that 
do you need to promote to turn occasional user 


promoting have on a brand's Image? What kind of 
much) enhance desired brand Imagery? 

hange In CAMEL'S promotion strategy In 3990 to 
s have on share of market and share of smoker 


What impact 
awareness a 

What percent 




12 . 


ational OOH presence In 1990 have on advertising 
arket perceptions? 

__ younger adult CUB CAMEL smoker volume is 

promoted versus younger adult CUB Marlboro smoker volume? 

What drives a Marlboro younger adult, smoker to Interact with CAMEL 
and when/why does that Interaction Increase versus decrease? 

What percentage of older adult CUB CAMEL smoker volume Is promoted 
and what promotions do they use? How do they differ from 
.promotions younger adult CAMEL smokers use? 

Is CAMEL'S geographic development driven by its development among 
younger adult smokers? 

Why is younger adult smoker style selection different for CAMEL 
(i.e. Lights Soft Pack) versus Marlboro (I.e. Full Flavor Box)? 

Is this trend changing? 
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Assiv:r: ions - i< • v; rcrzzr.. 



ToLc.' ro and otho: raw material- will bo available 
in cCciu .'entities and riht grades. 

There wi rc. basic adverse developments in 

^tJ.e ciga.^^^'health controversy, that veuid 
irialff 8 ®^ itnet or control manufacturing/ 


/distribution of Cigarettes. 






beqrr. from current economic 


nd of 1975, and no serious 


essi dSffipr* catastrophies (i.e., major war) 
wou^cT' v 'mS i Aerially affect consumption. 


Percenta |^^ :rease in cigarette prices, 
resulting from higher taxes or other causes, 
will be smaller or at worst no greater than 
rise in consumer disposable income. 


There will be no serious additional restrictions 
on advertising/promotion to consumers. 
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forecast based upon: 

»Ce%sus projections of changes in 

f | 

lation 14 years of age and older, 

'sex and age within sex, and 

| 

MFul estimates of trends in incidence 
Jy^jsmcking and smoking rates made 
gudgmcncally taking into account 
toncai and current data. 





^of Market forecasts for companies 
apd^cjjtegories made by totaling forecast for 
j nd^v^i dual brands and styles of existing 

and a limited number of new brands. 

Assumption made that if successful new 
brands should be introduced other than 
those shown in forecast* 100% of volume of 
such brands would come out of brands 
included ir. the forecast and would not 
affect forecast company or category total 
shares. 
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1 O-YEAR FOMv'ArTOF 


D ,v.i£~ , TC cir,r.-^ consul?" 




VolU-TiO 



(lillior.s) 


rvi 


557,7 


CG7.0 



7 41.0 



Tb 



years cigarette 
ase less rapidly 
ut will average 


, .nr.ua 1 Avercgc 
growth Rote 
Preceding 5 Years 


2.9% 

2.6 


2.1 


consumption 
than in past 
over 2% a year. 



• Industry sales in 1985 will be up 26% 
over 1975. Population 14 years of age 
and over will increase 12%. Per capita 
consumption (14 years and older) will 
rise from 3,599 to 4,043 *• 11%. 
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10-VEAR FO. -2AS1’ 




ESTIVAi 




K, 



14 - 17 
8-20 
1-24 

Ot«4 - 2 

r fiN 

5 ' 






1*50 aa^over 



< 





distrii/;?:o.; of cig 

AFITTE 


age Gr.'.UI'f 19 7 5 - 

1 901 


1975 

1'. 60 

10^5 

2.2% 

2.21 

2.1' 

4.8 

4.7 

3.8 

9.1 

9 . 5 

8 . 7 

16.1 

1G .4 

14.6 

2 6 . 3 

2? . 9 

29.6 

30.5 

28.5 

31. C 

27.1 

26.2 

24.8 

100.0 

100.0 

100.0 



Smokers account for about one-sixth of industry 

volume. &hiuEjg will decline from X980 to 1985 . 


From 1975 to 1980 biggest volume increase will 
be in 25 - 34 age group. From 1980 to 1985 biggest 
gain will be in 35 - 49 group. 

The over 50 group will decline in importance in the 
next 10 years. 
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I960 

1 

985 

Men 

Women 

Men 

Konen 

16.9 

17.0 

15.1 

15.4 

29.1 

2 5.2 

2V .9 

26.9 

2e.6 

27.8 

33.3 

29.8 

25.3 

29.0 

23.7 

27.9 

ICO. 0 

100.0 

100.0 

100.0 



•< 


l£d - 2 jQ||£ group will account for smaller 
p4rcenfeag'e^of volume in 198 5 than in 19 75. 


growth segment next 10 years. 




£ t 35 - 


group will slip in importance 


next 5 years but will recover from 1980 to 1985. 
Over 50 age group will decline in importance. 
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19P0 1955 

140.3 157.5 

1C-.D 195.7 

2 26.4 257.3 

114.2 13C.5 


667.0 741.0 


t increase 
1975-B5 

16.5 

21.0 

33.9 

32.4 


26.1 



I 

13% of Industry increase 1975-1985 

; 

|ill come in South and West. 


• Largest increase (both percent 
and actual) will be in the South. 


- 11 - RJR<.9BafeB 
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J?JR SHARE 01 i'AKKET - * 


1 974 




u 



last 


^Central 


Souths 
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1 

nationally 

j dy pxr. ON'R 

1500 

1985 

Share Gain 
iV74-E5 

30 . * 

34.2 

C.O 

35.0 

3E.3 

6.6 

3 9.5 

41.0 

2.1 

32 . 2 

3 € . 2 

7.5 

35.0 

36.0 

6.0 


fare gains will come in Northeast 
currently weakest regions. 

pu«Hrat«h 

currently only a little 
below Ltnta 1 u. £. share, and is forecast 
to sh^i^mewhat above average gain. 


Smallest gain will be in South. Hopefully, 
we can moderately increase share in our 
strongest region -- seems necessary to 
secure 38% share nationally. 
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1975 

1980 

1935 

3?. 0 

35.0 

38.0 

23.8 

27.0 

29.0 

17.6 

16 . 7 

15.8 

14.0 

11.7 

9.5 

7.7 

6.6 

6.1 

4 * 1 

2.7 

1.6 


increase SOM, earn ty about 
points . 

in next five years - RJR 
1965. 



In 1975 RJR and PM hold 56.44 market - in 1985 
will increase to 674. 

B 6. W will lose share. Less rapid growth of 

«• 

Kool will not be enough to offset weakness of 
other B t W brands. 
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I960 
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4 . 7 

3.6 

2.7 

15.5 
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6.5 

8.5 
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. 3.0 
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2.0 
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3.7 

32 . e 

35.0 

38.0 


'decline by CAKE!. 

, SALEM, and DOFAL will hold about flat. 


• VANTAGE will grow faster in the next five 
years than from 1980 to 1965. 


New brands other than MORE and spinoffs 
forecast to hold 3.7 share points in 1985. 
If figure should be nrg.ter< share of 
established brands would be reduced 
correspondingly. 
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trends Intr3?3sifiid Prior 
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^SALEM Lighlfs-^- 
Now Lov.* To: 


New 100 rrjr. rulljFlavc: 
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.8 


UTT 


23.4 
. 4 
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6.4 
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3 1.7 
1.5 
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2.0 
i. 7 

JITo 


26.8 
1.5 
. 7 

I&7S 


12.5 
3.3 

I37E 


• PM's established brands will perform better than RJR's. 


RJR will have better success with new brands. 

Brands introduced by RJR after 1974 will 
account for 6.4 share points compared with 2.2 
for PM. 

Ko<~ 1 expected to show modest growth, but not 
enough to offset vea)cn^|s of other B t w brands. 
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DO.'TIC TAX K.. D SALES O’ 7 H HRANDS 
'/pillion? of Cigarett-s)___ 



|otal Brand 
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5.9 
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2 - . 0 
1:5.4 

5 0 . 7 
■:. 7 
2 4.0 
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4.0 


23 3.5 


19E5 

20.0 

115.5 
62.3 

7 . 5 
34.1 

14.8 

14.8 
12.6 

281.6 



Al^JlP^ds except CAMEL show a gain. 
Total tax paid up 474 in next 10 years 
compared with 26% for industry. 
Including tax-free, will need 
production capacity of about 300 
billion cigarettes. 
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decline in 

share; offset 


by growth of Box, Lights, and SK. 

[ • Marlboro King and Box will gain at a slower 

rate than in the past. Growth of other styles 

helos the brar.d. 
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Assumption is most or all of SALEM Lights’ 
volume will come from SALEM King. Other 
SALEM styles show growth, about offsets 
weakness of King. 


Kool King will not show much growth. Most 
of brand's gains will be in 100’s and Lights 
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• Growth of CAMEL Filter not enough to offset 


decline of CAMEL Regular. 

• Both styles of DORA1 will hold about even. 

• VANTAGE Filter will double share in 10 years - 
Menthol will triple. 
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' j-YEAF. PC . E 1 S 
Su :r TO? EIGHT LfANDS 
r .’iGO ON RAN? IN 1975 


Totci p.rand 


Top 4 








Total Top 8 






1970 15 PO 19B5 

15.7 17.3 18.5 

15.5 15.5 15.6 

11.2 12.0 12-5 

3.5 8.5 8.4 

5C.9 53.3 55.0 

7.9 5.9 4.2 

4.7 3.6 2.7 

4.3 3.3 2.7 

3.8 4.2 4.5 

71.6 70.3 69.1 


• Top 4 brands will not change in 
ranking and their total share will 
increase. 

• Current top 8 brands will continue to hold 
close to 70% of market. 
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Kent i 
r. ?r:.r 

n 1965 - 
years . 


fifth 

largest 

brand 



in 1985. B i H also will improve its 
ranking. 

Top 8 brands in 1985 will have slightly 
larger share than sane brands as a group 
had in 1970. 
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CO . 0 
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27. 8 
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.Ff^ch from non-filter to filter 
will continue. 

• Menthol filter will increase at 
much faster rate than non-menthol. 
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1975 

61.7 

2 2.9 
1.2 
25.2 


15 B r - 

62.2 

26. 3 
2.9 
29.1 


1995 

63.1 

2B . 5 
3.5 
32.0 


I fS.YJWW«VW«(5 . « 4 

• \All firmer ltoa&ft categories wnl grow, but faster 
grow irttefefeaftJlonger lengths. The small gains in 

s solclv fro - good increase by hi-fi 
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i Flavor will at least maintain 
ent shares aided by MORE and 
kvjuew’ RJR 100 mm brand. 


|ile Flavor category will decline. 


• Hi-Fi's are fastest growing flavor category 
will almost double share by 1985. 


n 

lit 
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full flavor 

will decline. 

- 120's not 

enough to 

offset 


weakness of BS's. 


• Growth of full flavor menthols greater than decline 
of non-menthols, resulting in small growth for total 
category. However, mehthol 65's will slip, more 
than offset by gains of 100's and 120's. 
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1 Middle FI 


n-menthol middle flavor shows weak trend; only 120 mm’s 
show a gain. 

3 l|thol middle flavor will have modest increase (all in longer 
lengths) but not enough to offset weakness of non-menthols. 
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h non-menthgsiii§I|id menthols will show good growth in 85' s 
100’s. No 120 mm brand is forecast. 



i 


75M00412 


http://legacy.library.ucsf.e0»tliiGl)kt(l|Otpffi(!MZWpfiWv.industrydocuments.ucsf.edu/docs/sghl0001 


*-°U SW; 

L zz$ 68 v 



produced by RJRTC 



10-YEAP FORECAST 
BOX CATEGORY 
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grow, but unless some other companies 


introduce successful new brands, P. M. will continue 
to dominate this market. 
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33.2 
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to Filter Cigarettes - both sexes. 


• Non-menthol filters will gain share among 
men but slip a little among women. 

• Menthols will continue to increase share 
among both sexes, and will continue to be 
more popular with women than with men. 
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E.'-.TIMATED SHARE OF SMOKERS - 
NON-MENTHOL FILTER CIGARETTES 
EY FLAVOR L?VSL AND SEX 


1980 


1981 


;en Keren 


Men Women 


; 4 . o 


:i, o 


6.0 12.0 


12.9 16.8 


46. 


4 . 0 


16.7 


lavor non-menthei will increase 
men, but slip among women. 

• Middle-Flavor non-menthol will decline 
sharply among both sexes. 

• Hi-Fi non-menthol will about double 
share of smokers in next decade - 
both sexes. 
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20.S 
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Full! Flavor and Hi-Fi Menthols will gain 


|g both sexes. 


L. L..J 


• Middle Flavor Menthols will slip 
among men, and hold about even 


among women. 
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Among men, 85 mm will hold about even 
or gain slightly, both non-menthol and 
menthol. Among women, non-menthol 85*a' 
will decline sharply, but menthol 85's. 
will show small gain. 

Long cigarettes will show ^ood growth 
among both sexes, ar.d for both non-menthols 
and menthols. 
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• As oT 1975, the skjw of si" V. t*rs cf nor-filter 
cigarettes is strongly toward older a?e groups, 
This will become even more pronounced in the 


next decade. 



♦ For fulp; flavor filter ciefrettes, both non- 
mer.tholrlriilRmenthoi , the s>:ew in 1975 for both 

^' oun< = er a 3 e groups, particulaly 
fcrsLjA&der 1^ years c-f »r:. For rv.udle flavor 


hi- lfeapffi ^oaret.tes . the skew is toward middle 
and^i^.der smokers. 



z 


• A epod fitSe^and ten-year forecast of filter 



srrotersf preferences as to flavor level, by age 


Jmpossible for several reasons (the 



f lakinel 


historical trend data, the difficulty 


of accu^ii^y forecasting the timing and extent of 
the trend to lower number cigarettes, and lack of 
knowledge about what advertising strategy key 
brands will follow). However, an educated guess 
is that the skews that exist in 1975 will continue 
but be less pronounced -- full flavor cigarettes 
will be relatively less popular with young smokers 
and hi-fi cigarettes will have relatively greater 
appeal. 
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